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DAIRY INDUSTRY - AD HOC COMMITTEE October 16, 2006
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..... going and Chad here is setting up
e, Good morning. Hope everybody had a good

complexities as to e of the issues that we’re facing.

Today, we're/going to start off with a presentation by Chad Padgett, from
USDA Farm Services Agency. And he’s going to talk a little bit about federal
loans, some of the fiscal components. After that, Candy Easley from our staff is
going to be talking about state loans and the state’s role in funding. And then at
10:30 we're going to have some testimony from some of Alaska’s dairy farmers.
And then lunch again will be on your own. And after lunch, Joe’s going to talk
about Mat Maid privatization. And then Ray Nix at 10:30 and then | think
Rachael will come back, but | may not be able to spend much more time here
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after that. So I'll try and make myself available for the — for next week’s meeting
S0 — any other opening comments? Rex.

Rex Shattuck: | just wanted to thank the staff that worked so diligently in
putting information up on the Web site. With the exception of one report, it was
pretty easily accessible and | appreciate it.

Director DeVilbiss: What was the one that wasn't accessible?

Rex Shattuck: The Ferguson reports.

Unidentified Speaker: It's big.

Unidentified Speaker: (Indiscernible). | tried about fgur times, but | think
it was the.....

Unidentified Speaker: It's a huge file. Like 74

Unidentified Speaker: Thank you.

Acting Deputy Director Commissioner Fo
information, yeah, Larry’s staff have been worki ce the last
meeting to get together all the information th i st meeting
that would help. So that will be handed o
appropriate times. And Lora, you have s
meeting also? Or is....

abytes or something.

even have it done yet.
Acting Deputy Director Cor
go and (indiscernible) finish it off. OKg ary from the last
meeting together as soon as possible. i ion to summarize so it
took a fair bit of work, sg — okay. Well, a few minutes to warm

what | - ized. 3 WeII good morning. | know pretty much
everyb he,PowerPoint here in a second. For those that

USDA ] i . as appointed to the position by the Bush
Admlnlstr in 2001. And we - ever since that time we’'ve had a number
of issues and“thi k through in my agency.

going to talk about today is kind of a culmination of
some of the things | found when | came into the agency and a lot of what
we’ve had to go thrgugh as an agency to get to where we're at now. Probably
going to start with — and probably one of the things | know is on some minds in
the room, we've had a lot of talk the last two weeks about — | see just walking in -
about Mr. Beu with Windsong Farms. So | might as well just start with that
because | know there’s a lot of talk about it.

What | will tell you, we’ve tried to do everything that we can. I'm not going
to get into the particulars on what the financials are. That's all covered under the
Privacy Act. Excuse me. However, what | will say is we've been through every
option that we know of for the last four years to work with Mr. Beu. However,
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we’'ve exhausted all those and I'm under a statutory requirement | can’t do
anything about, so we have to move forward.

Something else I'm going to say is we can’'t make — | know that there’s also
a thought that we can make a decision to put things off. It doesn't work that way.
That has been done in the past. USDA in the past in my agency has gone around
the rules. It's illegal. It's unauthorized. We're not going to do it. That's something
when | took over that was very clear in our administration that we were going to
conduct ourselves in a businesslike manner, take the politics out of lending. So
we’'ve made a number of changes to do that.

Something that we used to have in our agency — we
county committees. Those are committees that are act
And they used to make loan decisions back in the ‘8

till do - is our
elected by farmers.
| think even

committees would review a file and they would
Our administration and a couple admi

decided that instead of having our count
would be the ones to make decisions on our |
loan approval authority. So the loan approval a

e state diréctor having
ity is mine. And | basically
ending upon their level
ue,they can approve or
anybody’s got any

t to begin with. | think

e have. But within those options, there are

e have to explore to make sure that any given
at we do offer them.

at settlement. We've offered homestead protection.

c available to us. There’s nothing more | can do about it.
So | just wanted togmiake sure that was clear upfront this morning. And if there’s
any questions, I'll take those before | begin my PowerPoint. Okay.

Basically, what | have to start with — and hopefully | can make this thing
work. | wanted to give a little idea of how we are established and set up. And if |
get in anybody’s way, let me know. We - this is how we are set up within USDA.
There’s essentially three partner agencies under USDA. We have the Secretary of
Agriculture, of course, the Natural Resources Conservation Service or NRCS, the
Farm Service Agency and Rural Development.

The primary goals of these three agencies are to work with not only
individual farmers, but communities to establish a good farming community.

alsoad
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Excuse me. Natural Resources Conservation Service is charged with the technical
aspects of that — of working with producers to identify soil types, help with
watershed projects, those types of things. That is typically done on the farm.

The Farm Service Agency is charged with the support of the individual
small farm, small family farm through price support, conservation — excuse me —
and farm loans. Rural Development is charged with the community. Basically,
they build the community, and infrastructure and small business to support the
agricultural community. That's typical across the country.

Here things work just a little bit differently than that
have a large agricultural community. So we can find a lot
Development is more working with villages, trying to h
projects. Excuse me. But that's the basic set up.

The state director for Rural Development, m
Agency, are both appointed by the administrati

cause we don't
times that Rural
hem with different

lateral — we're basically lateral across the
together in what's called the Food and A
to identify any problems that we see in agricu
the secretary for formulation of policy. That's th
This somewhat explains w j . We - again, FSA, we
provide a safety net. How we do tha i : n't know how many
people have ever heard of the Com . adi . But basically what

A little while ag : tee system. What that does
is it gives me a twg i ithin my agency. On the county
committee side, & Mittees are funded through the
Commodity Credit Ca those folks are part of a federal
agency, the ployees even though the check comes

tually appropriated by Congress to come to us.
t, our conservation, any of our other programs, those
all come through odity Credit Corporation. So we are dependent on

different projects. Vhen we talk about our price support in any given
commodity, we arejtalking about World Trade Organization negotiations. | don’t
know how many in the room have ever heard about the negotiations that are
going on right now with the 2007 farm bill. But there is a cap, there is a funding
cap that we cannot exceed because of those negotiations. Otherwise, we violate
World Trade Organization rules. So Congress, the secretary, all of us are bound
by those caps. So we cannot exceed those.

| forget now what our actual figures are for support under the 2002 farm
bill, but | would say we're somewhere around 19 billion dollars. The other thing
to understand about USDA is we have the second largest budget in the entire
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country as far as federal agencies. We are secondary only to defense. So a lot of
dollars come through our three agencies for this type of support. We work — do
work a little bit differently. I'm fairly restricted in what | can and cannot do
mainly because Congress gives us a program. We have to stay within the bounds
of those programs and most of them are based on oh, 12 or 13 different
commodities, most of which are not grown in Alaska. Those commodities include
things like oil seeds, feed grains, soy beans, corn, the big commodities you
typically hear about.

One other element to what we do is disaster assistan
understanding what's happened here in the state. | saw —
little bit of time on our disaster programs. We have twag

. And this a key to
ing to spend a
es to any given

What happens when we have an agric overnor will
typically declare that as an emergency. Th h,and find

national office to the secretary and then it's d
president or the secretary will make a disaster ation. If that does happen,
then it does authorize us to imple .

One of the things that's key i ow that on your farm

still need to show that you had an im at disaSter. | think it was in
1998, probably most of you will recall the avalanches here,

especially between A :
avalanches. | thinkf8 : g@and Anchorage — or Girdwood. Excuse
me.

conventional loan® at’s pretty important to understand. We're working with
folks that have lesg'than desirable credit. So the whole intent of that program is
to build folks up under a supervised credit approach where we help them with
their business practices to a certain extent. We look at everything. Some of the
folks right here in the room can tell you what we do look at it. It's everything from
your grocery bill, to your electric bill, to your entire farming operation. Because
we have to look at a number of things.

Do you have a decent farm and home plan, a farm business plan. Do you
have a ability to pay back what you are being lent. That's kind of a key issue. In a
number of cases here in Alaska basically between 1996 and 2000 there were
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some loans that were given. Most folks were told if you can’t pay it back, don'’t
worry because we can write it down under the authority of the Commodity Credit
Corporation. It's an incorrect statement. You have to understand that to
understand where we’re at with our lending program. We - excuse me. I'm
losing my place. It’s still a little bit early and | didn’t get that cup of coffee yet

Rex Shattuck: Chad?
Chad Padgett: Yes.
Rex Shattuck: Would you - if we have some questio
to hold them to the end of your presentation or.....
Chad Padgett: Either way. | don’t mind. If you
hate just standing up here yakking my head off.
Rex Shattuck: Okay. Before you move on t
Chad Padgett: Sure.
Rex Shattuck: The emergency declar 0 agriculture.
Chad Padgett: Right.
Rex Shattuck: The state’s seen s

, would you like us

t to jump in because |

e very light discussions
demic flu, just to be

BSE, that's one avenU drked with the governor’s office to get
a disaster dg ion i < Vlainly — not that we had BSE here, but

horrend@ are if — have you guys seen any disasters out
there?

potato guys. Paul peak to that. But as far as the forages go, | know at Point
MacKenzie, for exaynple, there are four farms that have oats in the field that the
ground is way too soft to get them out. It's been (indiscernible) months. Things
like that. But | have no knowledge of any governor declaration of any magnitude
or any loss big enough to dictate that there would be a disaster.

Chad Padgett: So that’s the first step, the governor has to make that
declaration and then forward it on back.

Rex Shattuck: Does it have to be brought up to the governor?

Chad Padgett: Oh, yeah, absolutely. The process for that is many things.
Typically, producers will bring it to the attention of the governor. We do. We work
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with a state — the other part is the state agricultural entity. There’s a number of
ways that it can happen. And it — the governor’s declaration does not have to be
solely for agriculture. If you get a blanket declaration and then a presidential
comes on top of that, you don’t have to have it specific to agriculture. That's
probably something else that's important to understand. So | think there’s
already been a declaration made.

Gail Phillips: The governor is just making a universal statewide
declaration because of the flooding in Southcentral. Would the agriculture fall
under that?

Chad Padgett: It does, yes. So here’s what - beca
involved, the other part that has to happen there, it h
process in Washington after the governor makes th
things we haven't forwarded up for an agricultural

he time frames
go through a whole
tion. So one of the

run after that.
Here real recently, the drought this

crop disaster monitor. It runs straight down t
drought in many different states. With those —
to actually pass a law for emerge
going to 15 states, just to give you &

at drought, Congress had
. And 50 million dollars is

the two things that
Non-insureg Y| have to pay a $100.00 fee. You can’t

. The week | was appointed to my position, | walked
before that there was a pretty big file on my desk on
\ juist happened prior to me coming on. Looking through
that, it identified a these issues. So my first charge the day | walked in the
office was to start gnoving through the process of looking at these loans and
figuring out a way to help clean them up. So all of this is going to play into what
we're looking at in dairies and dairy loans and why we’ve made some of the
decisions that we have along the way.

This is a really good way of saying what | just said, probably a little bit
more eloqguently. Some credit decisions were made that may not have been what
was best for the producer. And that's a true statement. Although the producer
signed on the bottom line, and they agree to pay back that money, they were also
told don’t worry about it; we will write it down. It's extremely important to
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understand. In another case | know of, the producer had even written a letter
and said | don’t want any more money and the agency used what's called a
protected advance. The producer didn't want the money. When we see - typically
what happens if we do a foreclosure or we take an action to take a property back,
we will use what's called a protected advance. We actually lend more money to
the producer to pay our expenses for looking after animals, looking after the
farm, things like that. So that is applied back to their account. So money is
actually tacked on the back of their loan. They don’t have to ask for it; we
automatically do it.

But it's only in the case of a foreclosure. In this ca
beginning of a loan. It was again, an illegal and unaut
loan. It could not be done. The problem with that is
said they didn’'t want it, they wrote, we still gave it

s actually at the
ed purpose for that
ugh the producer

So there was no way for us to correct th ithout derogatorily
affecting the producer. Typically in unauthorize istance you immediately call
that loan even though we took th inion | don’t think it's

) ere when you know

to see if we could’r :
affect possible. We've 9ee ifF'some cases and we haven't in
others. Maig

e specCifics as well as if — and again, if anybody has any
questions a rupt me. Again, | talked about this earlier this
morning. In somebody become delinquent or is distressed, we
make our deter iop” If they're even distressed, not that they’ve become
delinquent yet, the e have a number of things that we can do.

The opportupities of rescheduling, deferrals, homestead protection, write-
downs and debt settlement. Those are kind of the big ones. Now a lot of people
will liken a write-down to a write-off. It's not the case. A write-down is a process
that we go through. You have to show a repayment ability. | have the authority
up to $300,000.00 that I can write down. You have to be secured on that loan.
Okay, so if your loan security is less than the loan amount -- hopefully
everybody’s following me because | skip around on this. But if your loan security
is less than your full loan amount, | can write-down up to $300,000.00 to
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equalize that. Basically, it's for a non-secured loan or a loan that doesn’t have no
security.

In order to do that, we're going to take 150 percent security on the back
end and re-write that loan. It's a pretty involved process. We actually have a
computer program called Dollars that takes the decision-making completely out
of it. We plug the numbers into the program. There’'s no human input into it at
all. You plug those numbers in and it spits out how much | can write-down or
not write-down. It's as simple as that but we have to have the numbers in order
to do it. And we have to make sure that those numbers are accurate. Because
one of the things that you have to make sure of is that o aff level, your
staff are inputting the right numbers.

Another inherent problem to our lending up h e past has been that
figures were much inflated when the loans were given. Gi an example of
st say a cow. If

Chad Padgett: Four hundre

Unidentified Speaker: Yep.

Chad Padgett: Okay. Now youg I cy. So when you're
lending on that cow, shg C 4
be lending on 2,000 for the
e should be look at 400. So what we
have directed wi
value of a cow becau
market to sg

5 basically a cull price.
hey’ve never been worth that they've
't been the market. So those are some of the

an figres that were realistic to Alaska. That wasn't just
ssumptions made on everything from grain production
g@S. It didn’t account for our weather patterns. This year’s
can happen in our weather. So those things were never
accounted for on ont end of our loan.

Unidentified’Speaker: Just for frame of reference, when you're talking
about that cow, what are you talking — what is that cow? Is it just beginning, is it
a calf?

Unidentified Speaker: (Indiscernible) Holstein heifer. (Indiscernible).

Unidentified Speaker: So about how old is it?

Unidentified Speaker: Two years old.

Unidentified Speaker: Two years old. Okay.

Chad Padgett: And you're going to milk it how long?

Wayne Brost: Four or five years maybe.

a perfect examp
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Chad Padgett: So another problem that we have is when we do any kind
of foreclosure or we actually end up taking that loan back, we got to look at our
security. Because another thing I'm charged with, which is really important to
me, is taxpayer fiduciary responsibility. | have to look at the taxpayer interest. So
you not only are supposed to do that when you make the loan, but you're
supposed to do it when you service the loan as well.

So we need to get the maximum dollar back that we can. It's not always
going to be possible. That's when you get into some of the debt settlement. That's
when we basically take a look at our security, we take a look at all the assets that
any given producer has and we offer them a settlement b that. Because
we know there’s only so much we can squeeze out of a #ifnip. You're not going to
get anything more than that. So that's how we basic to look at things.

n servicing is a

three — about a four inch three-ring binder. Th
it up and down, it takes forever.
So like | said before, we went throu i i t can we
do. So this is another important part of t i
ght need to
000.00 over a five year
period for dairy production and p he State of Alaska. The
language was very general.
As we went through this, the but they were never
appropriated and that’s critical to unde they weren’t

the state in order to g i . traight from Senator
Stevens’ office. Thg 2 do to support the dairy industry, how
do we deliver thi§.
Well, one of the e lookediat and something that | think is very
important, | ing ' iIndustry with federal or state dollars,

unt a number of things. We had a series of meetings
tailed my state emergency board made up of myself,
Rural Develop Nattiral Resources Conservation Service, Dr. Lewis and from
that arm is Coope e Extension, the Division of Agriculture and Joe, | think
you were invited tg/a couple of those meetings. Excuse me. I'm losing my voice.
Five million a year for five years.

So we got on with it. We did get all these groups together. And did a lot of
what we're talking about right here. We took a look at what do we need to do. So
there’s a number of things that came out of that. The industry and the producers
could not agree on how to use it. It's as simple as that. We did the best that we
could to come up with a couple of things. But | can’t tell you if they were right,
wrong or indifferent. So we walked through how do we solidify the production

on this. Theseg
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base and how does that relate to processing and how does that go further to the
consumer. We took a look at all of those elements.

The first thing that we thought that we had to do was solidify that
production phase. So we came up with both a short-term and a long-term plan.
On a short-term basis one of the things that we identified that was absolutely
critical for the dairy industry was that we had high debt loads. For many, many
reasons we had debt loads. I'm not going to stand up here and say that anybody
was a bad producer or anybody did anything wrong on the production side of it. |
think everybody was working pretty hard to get things done,So what we looked
at is the situation that they were in at that time. You can’ in cows. We
have very little security position because we’re not goi be able to sell these
cows. They're going to end up a bear pile or culled o eded to look at how
do we even get more cows in.

One of the ways that you could solve so brought in
some cows. Unfortunately, at that time, the at became a
moot point unless you had a lot more mon i this with
the least amount of money that we coul
with all these folks, the entire congressional i d sat dowrnand we
hashed out the short-term plan for debt loads.

of this. The state share was 500,00 the short-term
atter whether you
, everybody was going

were an FSA borrower or a state borra
i with that and see where

to get a piece of that pie

it took us

The other t re coming @along with that and something that |
worked fairly hard™@ axcost of production allowance. It was
another element that At | i ure in Alaska, figure out how better

ou down south my agency puts outa

ay, how do they get grains, and how is that

at it down there, everything is — has been or is

've got @'dairy farm and I've got a neighbor growing grain, you
tty assured he’s probably get our price support, which is a
marketing assista oan, loan deficiency payment, he’s probably getting some
direct and counterz€yclical payments, he’s probably getting a little bit of CRP for
something, conservation reserve. And those are production oriented programs
with the exception of CRP.

So my neighbor and even myself could be being supported in my feed for
that production. And | bring it over to the farm so it's at a less cost. Here, we
don’t have that luxury because we got something in the way, the ocean and
Canada. So we don't quite have that luxury. Other things that we found that
folks didn’t have was a labor force, a cheap labor force. You don’t have — excuse
me — access to many of the things that you would down south like what Milan

subS|d|ze. od if you Ic
subsidized. S¢
can pretty — be B
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talked about with veterinary services. You don’t have fertilizer close. Even if
you're going to get fertilizer from Agrium, that's a great support, but it still has to
be transported.

So taking all those things into account, we talked about coming up with
this cost of production allowance, and in addition to that transportation credits.
The whole idea is this wouldn’t be for any one industry. If it was Alaska grown
and it was considered Alaska grown, it got a 25 percent production cost based on
the receipts by the producer. They had to be verified. So if | were to go out, even if
| were clearing land - if | bought a parcel of land and had to go out there and
clear, | would get 25 percent of those costs back.

The tag on that for a dollar amount was $15,000
Now in 2003, | believe it was, that language went all
committee in Congress. Language was developed.
Unfortunately, on the day that it reached the co

0.00 to begin with.
through conference

out and open up the floodgates and let e j I ands so
it got held back.
So the very next opportunity we had for s
farm bill. Sorry, I'm kind of — I'm e i
PowerPoint’s not (indiscernible). Sc
process. The 2007 farm bill was the i knew that we could
get something in there. So a decision 2 ort-term thing, again

ing like this is the 2007
y PowerPoint. The

back to the million and : Share (indiscernible)
solution we could cog i

So in 2005 g Stevens did appropriate $1,000,000.00
for the dairies was too generalized. Basically,

our folks in Washingtamdi pow how t@'deal with that language. We didn't
know how \ anguage had to be changed yet again.

So we split that million dollars up between our
uld have been nice to see that spread across
dn't happen that way. It was a lot of wrangling with
our attorneys backi ashington and they weren’t going to do anything unless
that's the way it
Gail Phillipsg Chad Chad.
Chad Padgett: Yes.
Gail Phillips: Was that 1,000,000 considered a portion of the original
25,000,000?
Chad Padgett: Yes.
Gail Phillips: Or was that supplemental?
Chad Padgett: That was a portion of this 25,000,000. Thank you.
Mac Carter: And was this in response to the Canadian shutdown of
borders or was it.....
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Chad Padgett: In part, yes. Again, this is something we’d identified, BSE
being part of it. But we never had anything to mitigate the BSE problem and the
border closures. So | guess it was a part of it, yes.

Mac Carter: So this was really kind of a disaster, you know, attempt to -
because this is a disaster, | mean.....

Chad Padgett: Right.

Mac Carter: ..... you're cutting off your connection here to.....

Chad Padgett: Right. And well, we considered it was an economic
disaster. And under our state emergency board there’s another regulation called

DR 1800. That regulation is what governs that board. It's revised now with
Homeland Security and a few other things. But essenti

everything from a technological disaster, an economi er, boy, you name it.
There’s broad authorities. And we even had a meet Secretary Ann

And we all sat down and talked about i i E issue and
how to mitigate it. But at that time, the se

's why some of this
close and pretty had to get
it done. It hasn’t been an easy ta

Joe Van Treeck: Chad?

Chad Padgett: Yes.

Joe Van Treeck: Do you reme
closure, not the first one but the one
and that was like in i

Chad Padge ovember or December.

Joe Van € —jit was months before the governor
declared a disaster.

e from the border
ways, between that -

ad meetings in January and | think
April and then this meeting - | talked with - |

C t? So what appeared with that?

Chad Padge m sorry, what was that?

Unidentified’Speaker: | know Joe’s question was related to the beginning
of the timeline, which would have been in, what, 2000.....

Unidentified Speaker: Well, it was in 2004, wasn't it? Wasn't it 2004
when we shut the border down both ways?

Unidentified Speaker: Three. Three. 2003.

Unidentified Speaker: Right at the end of the (indiscernible).

Chad Padgett: Yeah, it was closed | think — the border was actually closed
in December or January. Because | think it was right between 2003 and 2004.
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We were just rolling over. Okay, here’s the short-term and long-term that | was
talking about earlier.

I've pretty much concentrated so far on the short-term, which was debt
relief and the cost of production, those were the two things that we were really
trying to work out. And the other thing | think you need to understand too is that
it wasn't just dairy. We had to figure out everything from feed to infrastructure to
transportation. So this wasn'’t just centered around dairy. That's why this cost of
production thing was a pretty big deal. And we asked for a lot of input that | will
tell you we didn’'t get. We put it out in many public meetings, It was talked about

a little bit with the Farm Bureau, but they never really pi up.

It's real funny. This was something we thought d help producer, but
folks just didn’t seem to be too interested in looking we had to offer. So
whatever reason, we couldn’t get it through in 200 e're continuing on
to look at 2007. That's our best and only oppor five years to do
it.

I will tell you the 2007 farm bill we'r i . At
this point the talk is and | think it will al

November elections, it mayjust stay as it is. | e sase, we have very little
to offer Alaska producers in my agency.
Gail Phillips: | have a que
year loan for 25,000,000; 1,000,00 already. Does the entire
24,000,000 still stay in existence or s the years passing by?
Chad Padgett: It's come out. | i i i

has gone. That's important to understa E think there’s.....
Gail Phillips: . e years?
Chad Padge
Gail Phillip

$5,000,000.00 opportunity left?

e appropriations are already done for
2007

sn’'t the loan.

't a loan. Well, it was loans and grants.

er: Money is available for loans and grants.

t. So the reason it's gone, even though we haven't hit

debated in Congre 50 it's important to understand in order to get the last year
of the appropriatioff; something needed to be done last April. So - and I've had
many discussions with many people in the room about that. So has Senator
Stevens’ office.

In fact, there — to be honest, they're a little bit upset that this keeps coming
back up that there’s money available because there isn’t. It's already passed.
We’'re waiting on our budget right now. So that's done.

Joe Van Treeck: Chad, did everybody realize that they were losing
5,000,000 a year?
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Chad Padgett: Yes. | mean, | don't know how many times | said it,
Senator Stevens’ office told folks. It's just not there, but it keeps coming up in
this. So yeah, everybody should know. There’s no reason anybody shouldn’t
know that it's gone.

Joe Van Treeck: But from the beginning they knew that, you know if they

Chad Padgett: Correct. Yeah. It's something | think also that a lot of
people get confused over the appropriations process. Because when you
authorize something like this was authorized over a five yeagperiod, you're only
| you the climate

So — and | can tell you from firsthand ex uffered a lot of
what's gone on in the federal budget. | closed i last year in
the last year. Took quite a bit of heat for t
nationwide basis and many other agenci
There isn’'t a whole lot of room for us to play
on a long-term - sorry.

Rhonda Boyles: Chad, | nge ifying what you just said.
25,000,000, 5,000,000 a year, we’ weve used 1,000,000.

ey like we @ised to. So

Chad Padgett: No. Zero.

Rhonda Boyles: d your com
years ago.....
Chad Padge

5 many things you can say about the

think you've got it from many different sides. As
term solution, we couldn’t get an agreement between
cers. That's one. Then things broke down after that
even further. Lil id'Wwe with worked with the division pretty hard on this
stuff. And I'll be hanEst, once John Torgerson left, we didn’t hear anything more.
So | don’t think it was a lack of effort. | think everybody was trying. There was a
lot of idiosyncrasies in here that prevented it.

So we've talked and we've talked and we’'ve talked about this stuff and
most - | think Rob and the producers over here, all these guys will tell you I've
had meetings in my office where I've brought everybody in. I've the congressional
delegation there, either there or on the phone. People didn't show up to the
meetings. That's one part of the problem because you don’t have all the players
that need to be there. They were invited, but didn’t show.

Dairy Industry — Ad Hoc Committee October 16, 2006
Meeting Minutes Page 15 of 122



We've — | honestly can’t tell you. I'm so - probably a lot of what I'm talking
about today comes through because I'm pretty frustrated. | feel like I've tried to
do everything possible to get this stuff out there, to get a solution, but we can't
get anybody out there. There’s a lot of in-fighting, there’s a lot of backbiting. I've
letters that have gone back on me to Senator Stevens’ office that cite his staff and
myself as being in cahoots just to give a bunch of welfare farmers more money.
Basically, that's what the letters have said. They’re anonymous in most cases. |
don’t know where they come from; don’t really care because | blow things like
that off. But those are the types of things that happen constantly all the time
when you talk about dairies or any other industry. Some ight get a little bit

get anything. And that's how | would sum it up.
Rhonda Boyles: What about the $650,000. rently we have
now?
Chad Padgett: Okay, the 650 - than i ecause |
almost forgot about it. $650,000.00, what

appropriators just rolled over that million aga e hext year. They thought
they were helping everybody out so they just rol over. The reason it's

Stevens’ office didn’t even know it had looking through
there. Usually, I'll pull them up when Rill pasSes to see what'’s in
there. And so we talked about it and said @ o we do. So the decision
was and something w i -term solution. We need to

get to a processing essing end. We've somewhat gotten
e benefit. So we need to put a

to, priva has been the number 1 topic. And I've got it in
here | agree with is that you got to privatize. Take
polig nment entities out of it; it's probably going to
work a

5 that happened with the 650,000 was again nobody
ad meetings with production side. That was — okay, if
is, the idea was let's go small. Another thing that we've
seen time and time a@gain are these great big projects, lots of money, lots of
dollars go out and fhen nothing ever happens. So the idea was you go small. You
put some seed money out there, you privatize this thing, you get something small
and let it build over time instead of going the other way.

So that was the basic idea. So with the 650,000 it was — the discussion
came down to which agency is best equipped to handle that. Well, because we
weren’t doing it on a FSA debt basis like we did with the $1,000,000.00 what we
decided to do was go through Rural Development because they have business
and industry programs. Basically, they have small business programs. They

we’re going to p
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seem to be the logical agency to handle the $650,000.00. So that was done back
in April or May when that money was actually sent down through the channels.

At first, they were going to send it through us again, but if it would have
gone through us, then | have to give it to a producer or a small family farm, |
can’'t — | don’t have options to give it anywhere else. So that money has been with
Rural Development at least since June. And they've talked with a few people that
| know of, myself included on how best to handle that money. And I'll be honest,
they know it's a landmine. Nobody really wants to touch this stuff anymore. |
mean, just be plain and simple about it. So it's been held. It’s been held up. And |
don’t think they’re going to take any action on it until the t a business plan.
They’re not going to move it through.

At first, they were looking at putting it in their

s and industry
just held up.
Rhonda Boyles: Can | go back and ask all privatization

idea, whose idea was that, what happened tod

things down. You're probably going to sell it. It s like the market is going to
pay — | mean, they already did get ink is a higher end

product. So with the amount of mi
right here in Southcentral and proba i . And | don’t think
it's going to compete with anything e
Rhonda Boyles:

e producers. Basically, we couldn’t keep enough
to agree to even form a co-op. And | guess

he producers are in. We're clearing land, we're hauling
g cows and now you want a — you know, do we want to
My old lady wants a divorce when | talk about things
at right now. That's where we’'re at. We didn’t finish it.
We've looked long ard because there’s been a lot of microprocessors like
somebody said befgre in this country. And we looked at Wilman’s (ph) just as an
ideal model in this state.

Chad Padgett: Well, and I'll tell you that nationwide that's where things
have been going, at least from the folks that we deal with down south.
Nationwide, the trend is to go to this higher end, whether it's organic or not, the
higher end of what people feel are more on-the-farm type product. So those are
some of the things that we looked at and made sense to do. Instead of trying to go
big and large, downsize it a bit and run it a little cheaper and more efficient. And
it was mainly looking at from a business perspective what could be done.

bite off a pro
like that. | can
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Gail Phillips: Am | clear that you were looking at using federal funds to
establish a new small sector private business to compete with an already
government.....

Chad Padgett: No. No.

Gail Phillips: ..... funded entity in Alaska? That's what it sounds to me.

Chad Padgett: No. That was not — no. That was not decided. Okay. That
has to be understood. What we tried to do is get everybody at the table to agree
on where it needed to go and there had to be a transition plan. And this goes
back three or four years at least. Okay, just this part of it. It,goes back three or
four years. It was how do we transition out of our situatiq into going
towards a completely private plant. It was a transition that was long-term
plan that we worked out. So it wasn't anybody com ith anybody else. It

the market.

Gail Phillips: But with a new entity.

Chad Padgett: Correct, yes. Well, i
doesn’t have to be.

Rex Shattuck: We're not calling Mat emment-funded facility —
business. Mat Maid generates its own revenues uns it although the state is
the major shareholder in it. It's in nd | think Joe, you know,
articulated the position that the di re in the economic, you
know, economic generated - yeah.
Unidentified Speaker: Equat
Chad Padgett: Sure. But here’

hings like that. And because of a lot of this in-fighting
e you going to put these dollars. If anybody gets it, it's
te nightmare if anybody does anything.

$1,000,000.00 t S0 if you don’'t have — and | think this was a question on
Mat Maid, if you hgVe — what are they there for? Are they for support of the dairy
industry? It's a fundamental question, are they or not? It is a state — the state
has owned - it's — the state is a 100 percent shareholder, the state has a charge
for support of the industry, therefore, through that avenue — and | don't know
this — I'm just telling you what we looked at. Do they have a charge to support the
producer?

Don Lintelman: | got a question. On that same line there, | think it's just
like for us, we have so much of a market and we need to bring a product in in
order to keep the door open. Otherwise, if we don’t keep the door open, it's shut
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on us and they tell us we cannot no longer provide. So they abolish you all
together on as far as a shelf life, or on the shelf. And | think that’'s where Joe is
really coming from by bringing — having to bring products in from Outside.

Chad Padgett: Sure.

Don Lintelman: It isn’t that we're discriminating against agriculture in
this area at all for dairy. Like for myself, we had five people up there doing it. And
there’s only two of us left. Part of this is goes way back in the ‘70s when
Hammond had this administration going through for agriculture. When Sheffield
took over, it died completely. | mean, it died completely. Theghing was too,

during this period of time, the university switched over fr iculture to oil. In
other words, you couldn’t get nothing done in agricult

talked to Edsel Carlson (ph) on this deal for doing so minary stuff for barn
building and this sort of thing, what will work in A contacted him
and within a few weeks when the oil thing cam nger talked to
us at all. We couldn’t get him on the phone,

So this is part of the whole program indi i hen, way

Quebec now for crying out loud.

n take Northrup King or
any of those other places will grab i

it in here and try to

work with this here (indiscernible) tf alfalfa here.

And you mentioned oil seeds - g this off. But it just — |
couldn’t take it no more, Oil seeds can' : d we can do it. The
technology’s here. O s here, federal grants? Some

of them, no. They’ < get them here because we don’'t qualify
for these grants.#O . an use the byproducts off of there

both ways, not only f0 product itself for feeding back to
livestock. ThH i rom bringing products in, make the
dairy b

and got soybean meal. We cannot afford to buy
it a6 p700.00 a ton. We pay 200 out there and it
sure dor to get’it here. And then we have — we're starting so that

we have ba e're going out with the back haul, coming back in

don’t disagree with anything you just said, Don.
> This is what we’re trying to do and it can be done. Oh, it
certainly can be dgfe. But we have to have the university to do these plant
material things, to do this thing off — we need the whole program. The Lower 48’s
got it. We don’t have it. That's the reason why because it's cut way off.

Chad Padgett: That's exactly what | — you're right. And that's exactly what
| was talking (indiscernible).....

Don Lintelman: And that's why you’re in the situation you're in.

Chad Padgett: Right. And there are grant — | want to let you know there
are grants for oil seeds, but there are grants. Rural Development has those.

Paul Huppert: For Alaska?
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Chad Padgett: Oh, sure.

Don Lintelman: That's what I'm saying.

Chad Padgett: (Indiscernible).

Don Lintelman: We have to (indiscernible).

Paul Huppert: You know, I'd like to comment. You were talking about
these decisions. You know, | was chairman at the dairy board at that time. And
at no time was | ever invited to any of those, and neither to my knowledge was
Joe at those times.

Unidentified Speaker: One.

Paul Huppert: But Matanuska Maid.....

Chad Padgett: That's not true, first of all, beca
invites personally.

Paul Huppert: To me?

Chad Padgett: They were sent to the divi .

Paul Huppert: Well, they never did getgthrough to.....

Chad Padgett: Howewer the divisio

Paul Huppert: John Torgerson n
question.

Chad Padgett:

Paul Huppert:

Chad Padgett: Okay.
Paul Huppert: Matanuska Maid™V as being preserved

we did - | sent the

and I co ) ell you that bringing in milk from
ad it still has a market. And as local production
n. And the fact of the matter, it's been an

if you think that you can start a processing plant and
ent day market, | think everybody better go back to two
cows per dairy.

Chad Padgegt: Well, let me put it this way. Nobody’s disagreeing with
what you're saying. I'm not saying bringing in Outside milk is bad. Okay. I'm not
saying that's a bad thing.

Rex Shattuck: That's to hold the market, that's all it’s for.

Chad Padgett: Okay, that's fine.

Rex Shattuck: And we're doing the same thing.

Chad Padgett: That's fine. But number 1, everybody was invited to the
table.

Paul Huppert: No. To this table.
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Chad Padgett: No, to that table as well.

Paul Huppert: | was not invited.

Chad Padgett: Well, what | mean by that, the state Division of
Agriculture, which should have given you the invite — I'm sorry it didn’t happen. |
don’t know how things were running at the time. But anyway, we did invite
everybody including Joe to the table then and we’ve continued to do that. So |
want to make that clear. We've been — we've talked a lot about this stuff. And |
don’t disagree with anything you guys just said about bringing in outside milk.
That's what I'm driving at. What I'm trying to get at is what we needed was a —
some sort of an agreement on how do we transition and privatized

situation.

And the reason we look at that is because | lo own agency.
Because of the political makeup and the appointm have — remember
| also have a state committee. | didn’t talk abou so political
appointees. The only two | have on right now m North Pole
and Bill Ward from Delta Junction. So tha of
people that we bring in. Those are the p i ur

farmer elected county committees.
So we do put a lot of people at the table o stuff. And what you were

) eed to solidify the feed
base as well. And that’s critical to a

dairies or dairy processing and excl pens all the way from

at | understand the conversation we
it seems we've kind of gone off in
some different directi@ Iderstood you to have said was that
one of the mittee, if you will, was that

privatizat flom facilities was a good thing.

had towards thes€r

t.

act, Matanuska Maid is evidence of that because itis a
albeit its shares are owned by the State of Alaska.
awful lot of the difficulties in understanding the

private prod
That in of itself'¢

process.....
Chad Padgeft: Correct.
Rex Shattuck: ..... | think in the conservations that | hear. You know,

here you have a private enterprise whose shares are owned by the State of
Alaska.

Chad Padgett: Right.

Rex Shattuck: Is there anyplace else that you can think of in the country
that that occurs?

Chad Padgett: No.
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Rex Shattuck: Okay. So we're an enigma in that way. That 650,000 as |
understood was to be — and | - it would be really interesting to know how it
dropped from a million as | think | heard said to 650,000. Quite a depreciation in
terms of.....

Chad Padgett: It was a formula on the federal budget.

Rex Shattuck: Okay. Wow. Who got all that — who got all the other.....

Chad Padgett: Pretty much it's been on the war effort.

Rex Shattuck: Okay, okay. But the thought was going to Rural
Development, an area where here you have the ability to look at business as
business, not necessarily just as agriculture.

Chad Padgett: Right.

Rex Shattuck: And see is there the potential

an opportunity, not

— it doesn’t sound to me like in competition with M id, but also a
supplement to that production of dairy product I the public
sector. And the thought was — we heard the f d some
discussion, but task saturation has preve i bite into

that and do anything in terms of a co-op
Chad Padgett: Right.

on that and understand why we go

Chad Padgett: Yeah. You su » ere, Rex. What --
and that's all we were looking at is pr at ferm or fashion that fell
under. We didn’'t know and that g everybody to provide as a
business model for th i get there. I'm not going to
stand up here and now what\®on or Joe’s got to deal with as far as a
marketing end o e needed everybody at the table to
do it.

this is the other part with the federal
monies : point. The other conflict with that is how
are yQ funds for this, how are those federal funds
going ) al industry and the producer? Okay. A
couple O 2ned that have shown the state’s not interested in

money that's ne
new price?

Joe Van Treeck: That's — yeah, it floats every month, so that's what it is
about this month. Uh-huh (affirmative).

Chad Padgett: Okay. At $16.94 there’s no way I’'m going to lend money to
anybody in dairy. So forget about anybody new coming in. The financials don’'t
work.

won’t happen. You're at what, 16.94, Joe, is that the

David Wight: Clarify that, would you? Anybody new, existing people?

Chad Padgett: We're not lending money existing either. We're servicing
debt.

David Wight: But that’s a different story.
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Chad Padgett: What?

David Wight: You've got a higher price.

Chad Padgett: Right.

David Wight: It's not the price issue for existing dairy operators.

Chad Padgett: No. Well, it is to a certain extent. The only thing is you've
got $500,000.00 that was stuck out there to augment and solidify the dairy
production. When that runs out, it goes back down. The price that they’re going
to get is going back down.

David Wight: | understand.

Chad Padgett: So | will tell you this - this is anot
to talk about this. Within the next year, as far as FSA
farmer in FSA that will have FSA debt. Within a year,

Paul Huppert: You mean in Alaska?

Chad Padgett: In Alaska.

Paul Huppert: How about Outside?

Chad Padgett: Oh, I'm sure, yeah,
numbers are down there. | mean, I'm ju
that's going to have an FSA debt in dairy as t

Mac Carter: | guess I'm missing somethi
quite sound right.

Unidentified Speaker: Ther
telling you.

Chad Padgett: Yeah, what do

Mac Carter: Oh, i : i e's not going to be any

on it's important
ors, | don’'t see a dairy

tands rig
that and something doesn’'t

ka, that's what he’s

Gail Phillip \ planning eithepforeclosure on anybody that has
an FSA loan at this t pissuance offany new FSA loans.

an’'t survive it.
are there with FSA debt?
pretty ea 0’s got what so | avoid that. | would tell you what I —
for violating privacy just because the numbers are so

lFa question, how is it done Outside? Are they doing the
same thing at thi tin time?

Chad Padgeft: They have a different situation. | have no idea.

Mac Carter: Well, what.....

Chad Padgett: | mean, what the trend is, is that what you're.....

Mac Carter: Yeah, what's the trend?

Chad Padgett: Actually, our loan portfolio nationwide is at a pretty well
stabilized trend. It's not going up or down. It's pretty much stabilized right now.
Now how that relates to dairies, | don’t know. | hate to venture a guess.

Paul Huppert: Don’t they base it on the price of milk out there?

Chad Padgett: Sure.
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Paul Huppert: They do it here. You know that’s the market force.

Chad Padgett: Wait a minute though. What you got to understand what
I’'m getting at when ours were done we're at $21.00 a hundred weight, that's the
price that was used with the ones that we've already got. So and that was a
stabilized price. So because of all this flux — | mean, we're in a different situation
here where you've got a stabilized price; that's how the loans were made. And
long-term loans, 30 years.

So if you think about that, you had a stabilized price at that time. Okay.
That's when they were made. Now the situation’s changing. Xeah.

Rhonda Boyles: Chad, I'm confused. That's not hafé;"®But this is Monday
morning. What | just heard you say is the loans were e at a stabilized price.

Chad Padgett: Correct.

Rhonda Boyles: But are the producers receiing le
they are existing?

Chad Padgett: No. They're receiving ings have
happened. Look at your production costs,
production costs — and remember what | I IS i atitis

an that now if

When now those production costs ha
that's as simple as | can make it. So
weight, these guys will te

at $21.00 a hundred
make it.
is issue without numbers?

estify, you can.
ot that much money. It's with — and it

phis. Do we do it for — or not just our portfolio, but
2re you get down to that equitable issue. But if you're
fference between state and federal loans. | don’t know
what we've got. Okay. So that’s one question that's

talking - I'm
what the state |
raised.

For us, it cap'be easily resolved with oh, roughly $2,000,000.00 done. And
it's — that's actually pocket change on the federal budget. So that’'s why this has
been so puzzling.

Rhonda Boyles: So 2,000,000 will pay off their loans, 2,000,000 to get
them to a level where it's livable?

Chad Padgett: Two million pays it off.

Paul Huppert: You know, something | don’t understand is you just said a
stabilized price. And yet if that market trend goes down, then you think the
processors should subsidize that price up to the stabilized price.
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Chad Padgett: No, | don’t think that.

Paul Huppert: Well, that — to keep a stabilized price, somebody has to
subsidize.

Chad Padgett: Well, that's what we were talking about. And that was how
do you do that.

Paul Huppert: Well, what I'm getting at is that processor whether they
privatize it or it's Matanuska Maid, when that competitive price goes down that
affects your ability to market the product.

Chad Padgett: Sure.

Paul Huppert: And if you can’t put it on that shelf
it. In fact, | think it's very obvious today that they’re pri

Chad Padgett: Right. And | don't —I'm not di
saying is how do you solidify that production base”
processor, do you do it through the feds, do yo
what we’ve done up to this point is through t
this whole question keeps coming back ar nybody -
any of us expect Joe to take it out of his
what we’re asking.

Paul Huppert: Well | think that if we'd h
working on this, we’'d of understoge i there would have been a
better chance of that 25,000,000 be i

Chad Padgett: Well, there wa
it's too late. | mean, that -- that's off
issue keeps coming up because that's

David Wight: ) <
things that resonat . i | heard you right, all of the loans

e not going to sell
too high.

with that. All I'm

it through the

on’'t know why this
just a moot point.

rating costs. And it’s.....
t's not loans, all this stuff, it's operating costs.

: ¥ou have a mixed bag. In some - in fact | just talked to a
dairy that doesn’t > debts with us and they told me the same thing. The
production costs
$2.00 a hundred weight raise comes off, they don’t think they’re going to be able
to afford to milk any more either. So it's everything from fuel costs to
transportation of equipment. You know, you got to keep up your equipment. A lot
of guys will have to fly in mechanics to keep up. You don’t have that type of
infrastructure here that’s localized down south. And that's really important. So
it's that as well as the debt loads. Both state and federal, the debt loads are high.
So you've got a mixed bag.
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Rex Shattuck: While we were talking about operating costs, that's — the
equipment that you have, there are not significant outlets in the Valley or in
Fairbanks that can service your equipment?

Wayne Brost: You're on your own (indiscernible).

Rex Shattuck: Rappe (ph) or any of those that.....

Wayne Brost: You're on your own, period. There’s no DeLaval, there’s no
Surge, there’s no none of these, nobody. You're on your own. There’'s no
infrastructure.

Rhonda Boyles: Are we done there? | didn’'t want to |
done? I just chatted with Chad. His water’s almost gone
break. And even though he has a little bit more on his
any questions, think about them while you have a c

terrupt Rex. We're
ave to give him a
sentation, if you have
ee. And then we’ll

Chad Padgett: Sounds good.
Rhonda Boyles: Okay. Thank you.
(Tape change #2)

Rhonda Boyles: Chad is willing to ans itional questions you
may have before Candy comes up and talks to y little bit about the same
subject from the state’s perspecti additional questions?

Ernie Hall: Yes. | — during i n trying to follow the

logic of this $2,000.00 cow that's on don’t understand the
depreciated value of that cow.

subject to put your g 2 a while. Basically, when
you’ i

market. Now this time before the border closures.
So I'm just using this mple. But iffyou had to go down and buy a cow
and that's goi d then you bring it up. I'm not sure
what th i ; ould have been at that time. But most of our

COWS g ashi ate,or Canada somewhere.

wvhen you're making that loan to begin with,
to consideration to begin with because that's a
end of that, okay, if the government, if we have to go
say we foreclose on somebody and we got to take those

south, you would a market for that cow. Say it's still a milking cow, you’re
going to be able to_gell that at the market price, which is going to be much more
than the cull price. So you can transfer that cow out and still get a security value
out of it. Here, you don’t have that option.

You don’'t have folks buying and selling cows at auction like you do down
south. Okay, so that's one element to it. Does that make a little more sense?

Ernie Hall: So - but you're considering the value under a default
circumstance.

Chad Padgett: Correct.

Unidentified Speaker: Yeah, because it's based on the Lower 48 price.
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Chad Padgett: Yeah.

Wayne Brost: Could | speak to that a second, Chad?

Chad Padgett: Do we have time? Okay.

Wayne Brost: Not even default. Like right now, if you can find somebody
that wants to 225 dairy cattle, bring them to me immediately. There is no market.
And | am still not in default. And now with this tier 2 system, you have devalued
my dairy even farther. When the board of directors and Joe Van Treeck put in the
tier 2 system and that second - which I'll speak to later to testify as a producer.
But the thing about you don’t have to be in default; you stillcan't sell your cattle
up here. There’'s no market.

Chad Padgett: Yeah, so —and what - | think w
the other thing that we’ll do is we’ll ask people to liqud

ayne’s referring to,
eir cows. That's

liguidation value.

So you can't solely base our decisi
been the whole trend. So we'’ve got to bring so
so that when we’re making loans, we've got a m

two things
alistic Alaska value placed

A8 1 ke a little more sense?
Ernie Hall: Well, | understa 3 ing. It doesn’t really

Chad Padgett: Yeah. I'll apolog — the’part of the other issue
here is understanding hgw we work th¥e Believe me, I've been there
six years and it's toug o fi 1t how our regs actually
operate.

Gail Phillip D in Nome with no knowledge of the
value of a price of a c@ a cow that has been in the dairy market for
four or five e that cow, wouldn’t that cow have the

same va ' ere because it's no longer able to be a
dairy gOw? So the p ow,after its effective life use is over should not

, it déesn’t — what you’'re talking about is once you've
le. What we’re talking about | cows that haven't - |
earlier. Cows that haven't completed that lifecycle yet.
So that's where y hard when you’re making that decision on the loan.
And they were solelyased on a Lower 48 inflated price when they were made. So
that's why we’re having such a problem servicing these. And when you look at it
on the back end for security purposes, what should have been taken into
account was that security value. So when we were making the loan that's what
should have been considered was that security value. So that's what they do do
down south in our agency is they take that as a security value, or they secure it
with something else. Maybe I've got other assets that can be secured. So maybe |
didn’t clarify this enough.

We didn’'t have a good security value to begin with in a number of our
loans. So we're not going to be able to save as much as we could have been had
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the loans been done properly and somebody defaulted. We're not going to be able
to protect the taxpayers’ interests as well as we would have had they been done
on a security basis. Is that a little bit better?

David Wight: Yeah, as | hear you it's — if you've got 200 head of cattle
whether in the middle of their cycle in the Lower 48, you might get $2,000.00 or
somewhat less than that.

Chad Padgett: Right.

David Wight: Up here, you're going to get four or $600.00.....

Chad Padgett: Right.

David Wight: ..... which is the cull price and that's 4

Chad Padgett: Right.

David Wight: Because there is no other mar

Chad Padgett: Right.

David Wight: And then what | also hear hat with the two
tier price system it says that no new person
current producer wants to get out of the
there is no market for the cows.....

Chad Padgett: Right.

David Wight: ..... other than at a cull pri

Chad Padgett: Right.

David Wright: | think | hea :

Chad Padgett: And back to tRe g€ here somebody
asked about the stable price. You kna , it does fluctuate. And
somebody has asked about that stabil ice he Well, when you add not

earlier

into account. So if you're relying
ting for that security value on the

ething we have to do for programs like CRP, we
ate in our Conservation Reserve Program. We set that
excuse me -- $35.00 an acre. And it varies between 35
and 50. Now if @ing to go out and buy land - | forget. Larry, what was

Unidentified"Speaker: On Tract 17.

Chad Padgett: Seventeen hundred an acre?

Ray Nix: 1.45 million for the land the improvements and it was a 612 acre
tract.

Chad Padgett: Okay. So if you take that type of price, typically what
you're finding in the Lower 48 is they put an agricultural value on that. So even
though we haven’t reached a fee simple value in our ag lands, if you're looking at
it for what is currently grown and what the economic value - for instance, grass
hay at Point MacKenzie, you're looking at very soil type, a very low economic
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value in agriculture for that hay if you really boiled down the numbers. We figure
it's somewhere around 150 to $300.00 an acre.

So when you get into these - into the loans on the front end, it's such a
high value that there’s no way you can service that debt, especially when things
change. So another message | intended to bring here is that barring anything
changing, it would be a big stretch for us to make any kind of loans in the dairy
industry because of — now the change in the pricing and even though that’s going
to fluctuate some, the high cost of production. Now we’re taking into account all
the infrastructure needs. The feeds, the implements you would need, all of those
things that should have been taken into account by FSA in with, we are

now doing.

The other thing I think you need to understan we’ve completely —
most people know how hard it is to — or at least ha ssion it's pretty
difficult to fire federal employees or remove the I 've gone

that the way these were done before, that’
that's why | say within the year, we're goi

Chad Padgett: What we're te oe,can explain it better
than | can, but the new - right now i . undred weight, what
are they getting, 20, 217

Wes Eckert: Wel
the add-ons that the

Chad Padge — if a new producer comes in they're

iefr ew permit, that's what we were

where I'm puzzled. So you talk about the change in
hanged for the parties you're talking about in terms of

conversation.

Chad Padgett: Okay. What I'm getting at there, even though their price
hasn’'t changed, the debt loads were so high when these were originally made, it
should have never been made the way that they were.

David Wight: | understand that.

Chad Padgett: Okay. So it wouldn’'t matter — if you're at 21 or $23.00 a
hundred weight, we can’t service a — we won't be able to service the debt when
that $2.00 comes off. The financials just don’'t work.

David Wight: Okay.
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Chad Padgett: So - and that's why | talked about the increases in the
production costs and those type of things. So because of those things — that's
why existing isn’'t going to work. Now you expand that out to anybody coming in
new and they’ve got an even more reduced price, there's no way the financials
work on that. There’s no way to make that work unless it's a cash buyer.

Ken Sherwood: Well, what's the number that would make an existing
loan work?

Chad Padgett: We've - | don’'t know that we crunched those lately, but the
last time we ran it, it was like about $25.00 a hundred weigat. And you know,
and this is where we get into debt loads per cow. We talk t some having
10,000 in debt per cow. You know, it might even be hi than that now, Ken.
Mainly because where you going to get the animals. oint, the only way to
get a milking cow is either to bring it across the wa
one of these guys goes out of business and tak
something that I think — probably one of the i can bring you
today is do you support — you know, do we ith the
existing producers knowing that there’s i ce that we'r
new people in, or do you just not have the in »or do you take the
gamble that you’'ll have new producers? And tha hy | don’t like coming here
to sound like I'm complaining be i I e solutions to the table.
But | think these are some questio erged. And if the answer

is, we can’t support an industry in tRe at they deserve an
answer, they deserve that answer.

And | think these g S told them, if it's not going
to work, we’re going . So from , that’'s what we've had a lot

of talks about on end. Isit’
change the situa 's going to
from here on out, | dC arry, did vy
. th Secretary Johanns’ undersecretary
told us the W ) i it a farm bill. Has he yet or are they still
decidiy g 5 gOi an extension?

st plain not working. So we need to
e to the support of the industry
have a question?

be underste etary has submitted comments on the farm bill. Now it's
up to Congressw not Congress is going to pass a new farm bill or roll
over the existing

From the p er end of it— and you got to remember these are big
commodities talking down south - they like the current farm bill. And it's done
more to corporate type production and more — a little bit more corporate support.
So the individual, small guy is looking for that support in the farm bill, but
probably doesn’t have the lobbying power to get it there. All the big farm
organizations are saying roll this over. So then you're looking at 2008 instead of
2007.

So at the earliest, the farm bill would be passed by next October. | think
that's a very optimistic view. Then you might be putting it in 2008, which would
be October of 2008. By the time we get to implementation of that bill, whether it's
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2007 or 2008, you're looking probably another six to eight months before
implementation even begins. Dollars hitting the street, you're looking almost a
year down the road from any bill passing before dollars hit the street.

That's why | say this is a pretty grim situation, even with the federal farm
bill that has an Alaska and Hawaii title to it, which is something that Senator
Stevens and the delegation have wanted to put in there. But they might be
trumped by bigger agricultural interests. And | can guaranty you one of the
things that they’ve been very careful about on this cost of production, they don’t
want folks down south getting their hands on this. So far it's Alaska and Hawaii.

Rex Shattuck: The discuss
remember the correct terminology. sed as far as the DoD
was looking at a regional purchasing (indiscernible). Is that
type of issue get addres i ist parate legislation?

about in the farm laill i IgWUS commodities. You know, livestock,
grains, oils, seed§, @ hat's one of the reasons we wanted to
change the situation ifi aska so that anything Alaska grown would

qualify for I upport, thus stabilizing the price and
actually g i

ou,see right now in our existing farm bill. And
its @ 996. You've got a big conservation element
So becat ation«€lement, it's geared more to taking lands out of
agricultura ion, Setting it aside for wildlife habitat and benefits, things

like that. Tha g nationwide trend. That has been implemented - we

The trend i go to more programs like that. Environment quality
incentives, which NRCS runs, is pretty big in the state right now. In fact, | think
last year they had - they’'ve had somewhere between seven and $12,000,000.00
depending on the year to run in that.

Don Lintelman: Is that carbon credits give during that time?

Chad Padgett: We don’t do the carbon credits.

Don Lintelman: Because there’s two ways that can do that, through grass
and also digestive system for the farm.

Chad Padgett: Right.
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Don Lintelman: And then they can utilize that for energy on the farm, for
electricity or for heat.

Chad Padgett: Right. And that's something else that we've been trying to
encourage, in particular in the Delta area, is to get some biofuels production
going up there. We have a program — again, this comes back to Rural
Development and us. This is a good potential for increasing in production
because we thought a lot of the CRP ground might come out of there, how do you
offset that? Because we could literally crash the industry.

Again, inflated figures were used in Delta Junction fo.cropland basis so
we're in a very tough bind there as well. That's why | say iri

work through right now as well.
So one of the things we started two years

in. But there’s a grant process for that throug
capital costs to actually getting a facility put in.

dollars per year per producer for incre n, but it has to get
up and started first.

Don Lintelman:
there available, there i at was willing to buy all the grain that

was in Delta and ; anol. ed a straw to produce the ethanol.
Now Fred Drew, the company that was trying to
put this in because tf ilize @’'Co-op as a storage facility and put

the plant ne

critical times that vill have as a group trying to move this forward is probably
the next meeting

Chad Padgett: You bet.
Rhonda Boyles: ..... during the brainstorming.

Rhonda Boyles: Same subject, different perspective, State of Alaska and
Candy Easley. | have to say this, | don’t need to go on in introduction. You'll
see before she ends her presentation the skill level in which the Division of
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Agriculture has handling their little portfolio. I've learned to appreciate Candy’s
candid answers at times of — and difficult decision-making. Candy, thank you.
I'm going to slip out for a moment to go move my car.

Candy Easley: After you gave them that warning?

Rhonda Boyles: Do not be scared to ask for anything. You will get an
answer. You might not want to hear it, but you'll get it.

Candy Easley: My name is Candy Easley. | am the loan officer for the
Agricultural Revolving Loan Fund. | say the because when | came there 18
years ago, there were five of us. So I'm it now. But I've been, there 18 years.
Prior to that | underwrote loans for the state at Alaska . And prior to
that, for more years than | want to admit, | was a morggage and commercial
loan officer for commercial banks. So I'm an old ba u can assume now.

I’m going to give good news and bad news.
going to figure out which is which fairly qwckl
for the benefit of those that aren’t familiar i ee three
previous borrowers sitting here at the tab o,so0me of

make sure what its statutory purpose read s
established to promote the more rapid deve lop of agrlculture throughout
the state by means of long-term, e d so we were established
over 50 years ago to promote the riculture, dairy
included in this state. And I'm prej

because | said limited alue of the collateral, with regard
g about, when | do a loan on

s if it fails, what is our recovery. And our
at cow is in, is going to be at the slaughter

milking. So at a hat we take back dairy cows, we hit the road and try to
get them into the ds of dairy people at the best price that we can. Barring
that, because it is gbsolutely true, because it's a limited market for dairy cows,
they go to the slaughter plant and that goes to the recovery of the loan. So that
is how the ARLF underwrites livestock loans, slaughter value.

And | got off track, but | wanted to mention that while it was fresh in
your mind. Did you have a question? No. Okay.

Unidentified Speaker: I've got it.

Candy Easley: The loans, | will say standard underwriting procedures
are used with the understanding that ag loans are high risk loans. Commercial
banks aren’t interested in doing them because they are high risk loans, so on
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occasion they’ll do them. But the reason ARLF was established is to promote
the development of ag in this state. They had to establish their own loan fund
in order to do it because the banks weren’t going to do it. And they won't do it
today.

Included also, what | passed out was a rate sheet and a very, very brief
description of the other ag lenders in the state. | do that rate sheet every month
for the Board of Agriculture. They are the authority that sets the interest rates
for the farm loans. And so | give that to them every month. But that five
percent rate, that's been there since | think '03. They really - the rate doesn’t
fluctuate much. They make every attempt to keep that r low as they
possibly can. And understand that ARLF, we don’t getditerest on our money.
That's general fund money that is in our nest, but 's sitting there
waiting to be lent out, we don’t get the interest. S r off lending it out
as long as we do it in a responsible way.

Let's see. So now I'm going to give yo i i re on our
funding because you're going to see why
came to the ARLF 18 years ago, the por
worked with four attorneys. | made very few ostof the time’l was
working on bankruptmes and I|t|gat|on and se ents and it took years to
at we'll refer to as the

news is the ARL:
Wes Eckert: of those/loans just written off?

e Point MacKenzie early on?

(affirmative). Yeah. I'll show you some
as that?
asley: Letme show you these flgures and I'll - and it WI||

RLF during that period of time, $71,000,000.00. It was
established here gid to this period of time, 71,000,000 was appropriated. Of
that amount, 67,000,000 was essentially during the project period. So that was
the big — and that was 1980 to 1986. Oops.

So we had lots of oils revenue in the state, wanted to promote ag
development and a whole lot of money was dumped into the ARLF. And a whole
lot of money went out of the ARLF. In - you know, and it's not going to do a lot
of good now to discuss and debate what was good intent and what was bad
because there’s nothing we can do about it now.

So depending on how you look at it — | guess | think it in a positive way,
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this was a pretty big commitment from the state, pretty big investment. And so
| guess | considered that a good news kind of thing. So from 1987 after this to
today, total appropriations — now I'm only talking the ARLF, not the Division of
Agriculture. But we're the major ag lender in the state so | think it's relative to
say that what happens with the ARLF is pretty relative to statewide what's
going on with that agriculture. Total appropriations from '80 — 1987 to 2006,
zero. Nothing.

Now, | consider that kind of bad news that for 20 years there’s been no
appropriation to the loan fund to promote the more rapid
agriculture. | forgot to tell you there’s a third category. I’ good news/bad

than $4,000,000.00. If nothing changes, which we changes happen,

i ney, if the meat
plant just takes the losses that it does, if Joe for Mat Maid,
if I don’t have a big foreclosure, big bankrup i i and the

business. Two more years. It could last i less.
I'm assuming - those projections are based o i ppening.
Any questions on those figures?

Joe Van Treeck: Is there ¢ Il this? How much was

re-appropriated of the 67,000,000
Mac Carter: Nothing.

ask — oh, by the way, Cathy Poulos
g in the rear, | depend on so much.
ge office here. And so | sound like |

t it's really based on all the great stuff they

o them, knowing | was going to tell you this, |
said, | kinG i , but just give me a round number in millions what
000. 28,000,000. But you need to understand that
iS out, we took some of the collateral back. We used to
have two equipme les every year. We haven’'t had one in several years now.
So we would sell the equipment, we’d sell the land. Certainly, there were some
settlements. We didn’t always take back the collateral certainly. But so in that
the 28,000,000 is the estimated total amount that the ARLF has charged off
since — did you have a year? The bulk of it's going to be from the projects.
Remember, Bonnie? No, probably.....

Bonnie Bladow: The beginning of the spreadsheet of like 1989 or
something.

Candy Easley: There were — ARLF in the beginning did a lot of small - |
mean, the bulk of it's from the projects, 28,000,000. But that is based on what
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went out and what we recovered back. So it's sort of a net effect. We certainly
lost 28,000,000. But again, this is only ARLF. That didn’'t count charge-offs by
the state, by Division of Lands for all the land they sold because they were
usually in first position. This is only ARLF losses and | say that because there
was lots of other losses too. But it is relative, because we are and were then
and still now the major ag lender in the state.

Wes Eckert: So will you be covering that, those other things?

Candy Easley: Covering? I'm sorry.

Wes Eckert: You've talked about the state and the BLM and all those.
Are you going to cover that or not?

Candy Easley: I'm not prepared to say how m

Wes Eckert: All right.

Candy Easley: If that's something you're i we can get some
really round numbers of millions. But really, | the ARLF for
the most part. Though it’s still relative. Oka i t part there?

the state lost in total.

David Wight: And we only hg

right now.

Candy Easley: a $30,000,000.00
portfolio.

David Wig

Candy Ea$ ess than half avail - 12,000,000

is loans. The other i
inventory le

-Op. We don’'t have much of an
he meat plant and Mat Maid are our
Farmer’s Co-Op are the three main
industry in different ways, but major impact.
. Generally, when we take back something in
to dispose of it quickly. During the project
: pbooks for years. It just took us so long. But presently,
we do not hav inventory to dispose of. Which is partly what's been
keeping us aliveg\l
Now when we, the family of the Division of Agriculture, because the
fund, Agriculture Revolving Loan Fund, the fund is supposed to revolve on its
own and it actually does. It brings in revenue from the interest on its loans.
And there’s some expenses, personnel and, you know - I mean, the ARLF does
a separate budget. But left alone, the fund revolves on its own and could
continue. Now if you didn’t - if today, you didn’t — if we didn’t have these other
drains, we would revolve, but we have minimal funds. | mean, | couldn’t do
some big dairy projects. You know, they’'re a million a pop. So we would have
minimal capability for new development of any kind.
What's been drawing us down is general fund expenditures for the
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Division of Agriculture. And round numbers, $1,000,000.00 a year.
$1,000,000.00 a year, every year goes out of here to pay for Plant Materials
Center, you know, it comes - | mean, the Division of Ag, the director could
speak if you wanted to get into that detail more directly as to the division’s
budget. But regardless, it's — the legislature says take it out of the ARLF.

Mac Carter: So it's like Social Security that was set up to do one thing,
we spent all the money in the general fund.

Candy Easley: | think that's a very good analogy. It's not being used for
the purpose.....

Mac Carter: And so you don’t see the real cost tg
there’s.....

Ray Nix: Just to kind of confirm for a secon
in loans.

Candy Easley: Uh-huh (affirmative).

Ray Nix: Nominally, that's about $6

Candy Easley: Yes.

Ray Nix: Mat Maid’s about a bre iti t's giving
you money over the last 20 years, it's paid o

Candy Easley: No. No, no, no.

Ray Nix: No?

Candy Easley: No, no, no. U i e get nothing from

ment because

's $12,000,000.00

them.
Ray Nix: You get nothing fro
Candy Easley: Yeah. But he - f ot taken any more money.

plant.
Candy Eas imply put, it is. The million out of the Division of Ag, |
don’t know, some @f you may have seen a dear editor this morning, for
instance, wherein a farmer wrote in, hey, the loan fund is to loan money to the
farmer. How come legal fees are being taken out of the fund to pay for a suit
between the farmers and the state on protecting the Alaska Grown logo. And so
you could get into lots of — the fund shouldn’t pay for this. The fund pays for us
-- soil and water district issues. The fund pays for Plant Materials Center,
$600,000.00 a year. And it's very important for agriculture, but it's not really a
loan fund - that’s not what the loan fund was set up for. So - yes, a million
bucks every year for differing general fund expenditures of the Division of
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Agriculture. Unfortunately, when we took the meat plant back instead of
making it on a separate budget, they threw it into the ARLF budget.

Unidentified Speaker: Who's they?

Candy Easley: Well, I'll say the state. | mean, somebody made that call
way above me. We track it. We absolutely track those costs that are associated
directly with the meat plant. So we can tell you what that is. But it's thrown
into — when you’re working on the budget process, that gets thrown in there. It
isn’'t broken out where — | mean, you're going to look at a bottom line for the
ARLF and that's going to be thrown in there. It's not going to be differentiated
that the draw-down on it is 300 grand a year.

Rex Shattuck: Who approves expenditures ou

Candy Easley: Who approves it?

Rex Shattuck: Yeah.

Candy Easley: The legislature.

Rex Shattuck: The loans are strictly done by the.....

Candy Easley: The Board of Agric
authority for the ARLF loan. They meet . ere—an

ARLF?

applicant comes to me, | analyze it, | take it to the
board. They say yes, no, yes, with these conditi I close it and give them the
money. They are the authority nd the ARLF loans, but also

what'’s going on. But | guess the iro
they don’t have any control over the

ere you're going, is
Il the responsibility to

that sits here could i t's frustrating.
(indiscernible) purpose when the
Board of Ag too i at,and Sausage?

e years Yeah, it of went through -
vas totally corrections. And then correctlons

t and so it’'s yours. And so it is totally in the
ications are that the losses are going to get worse.
personal servicesior egployees, fuel. | mean, they have increased expenses
too. And the lives numbers coming into the plant are down, down, down,
down. And so ARLF'in consideration of its budget has to be prepared. If there is
no changes made — and that’s based on that projection of '09 is based on
nothing changing with the meat plant.

Speaking candidly, my other concern - if that's a known on the maybe
now, the unknown that | have personal concerns about is Mat Maid. Sorry. I'm
waiting for the call when Joe cannot meet payroll or can’t meet new
requirements for security because of 9/11, any number of things. The ARLF,
the state, owns the shares of Mat Maid. And if they can’t operate, rightfully so,
they will come to ARLF and say we need some money. You've got to protect
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your asset. And the draw, dependent on how severe of a problem, when you
only got this, that is nothing.

So there is a concern on the horizon of what possible financial help we
would also have to give Mat Maid. So fairly quickly, there won’t be any money
to loan. Already, what we're doing is try to — deal with the meat plant and
protect Mat Maid. And in the end, fairly quickly, not only will we not have loan
funds for dairy producers, we’re not going to have it for the vegetable producer,
the hay producer, strawberry, catnip, everything else. And there — it isn’t just
new development. Half the loans | make are operating loans for already long-
established farms. And though they might be able to go ir credit union, to
their commercial bank to get the money, it's going to t a much, much
higher cost. They are not going to get five percent wi

So it’s — that’'s — | was supposed to talk abo oan fund was.
But in the context of what you’re talking abou W we're just
about gone. And so it’'s bigger than just wh i lant and
Mat Maid.

Rex Shattuck: Probably a questi
but the Division of Ag budget, what portion o
Director DeVilbiss: A percentage, well,

out of ARLF?
lion bucks comes out of

ARLF.
Rex Shattuck: What perce lvision of Ag budget is
that?
Director DeVilbiss: | just as

be accurate. Because it’

a couple days ago to
federal monies. We've

Candy Easlgy: No, no. Only the loans. Only the loans. Yeah, there was
way more millions invested by the state in the projects. Yeah. Also.

Paul Huppert: Now when you say that it — was that — when you say in
the project, now that land, you didn’t put that clearing loans into the lands, or
where they within the — which was the biggest cost.

Candy Easley: | think that — correct me, Cathy or Bonnie. | believe that
28,000,000 does it include the clearing loan charge-offs?

Unidentified Speaker: Yeah. Uh-huh (affirmative).
Candy Easley: Yeah. Which was originally general fund money. But
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when the Ag Action Council disbursed, those loans were given to the ARLF to
service for free. But we booked those separately. But in that charge-off, that
includes the clearing loans.
Paul Huppert: So the 28 includes clearing.
Candy Easley: That's what I'm hearing from - yes. Yes. | still service a
few of those.
Don Lintelman: Have to re-do it.
Paul Huppert: Pardon?
Don Lintelman: And now they have to re-do it?
Candy Easley: Re-clear?
Don Lintelman: Oh, yeah.
Candy Easley: It will cost more to.....
Don Lintelman: Yeah, | know.
Candy Easley: Yeah, yeah.
Ernie Hall: How many years does thi
$1,000,000.00 a year?
Candy Easley: Oh, the draw?
Ernie Hall: The draw.
Candy Easley: 19.....
Unidentified Speaker: 198
Candy Easley: Yeah.
Ernie Hall: 1989.
Candy Easley: It's — you know
Unidentified Speg

)O back in 1989.

Candy Easle IC ¢what I did is in that packet |
gave you ARLF's fi . he very last page of it you'll see -- it's
this one here. AAC it you’ll see how that money has
drawn out each year:NOn 0 n it will show you GF. It's actually
— starts on ' ow here in the column, GF
expendi ow, originally, and again, because I've
been ted out, it was never meant to be funding
in and once they started, it makes it too easy. |
asked a emain unnamed here one time in my frustration

Division of Ag or d@you know whether you — we can say that the legislature
actually moved thgt directly themselves? Is that a proposal in the Division of
Ag’s budget?

Candy Easley: This is a part.....

Rex Shattuck: Are they proposing that that come out of it?

Candy Easley: Yeah. This is a part where | have to be very careful.

Rex Shattuck: That's okay. | can ask (indiscernible) budget.

Candy Easley: But let me tell you this — but let me tell you this, the
budget process, the division prepares a draft budget. The Board of Agriculture
and Conservation is required to review only the ARLF portion, though they
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know that — | mean, they’re told, you know, here’s what we’re trying to do as a
whole, but here’s your budget. Before it goes to DNR, the Board of Ag is
supposed to review it and make their comments. Yes, we think it's great; no, we
don’t; here’s a suggestion like please stop taking general fund money out of
there.

| believe last year the Board of Ag did a resolution that said please — we’re
dying. Please, you cannot keep taking this general fund money. Now, once it
leaves there, | could not speak for the department or the governor’s office or the
legislature.

Rex Shattuck: Yeah. Well, there’s probably oppo
subcommittees to address that concern. | don’t know 4
worth pointing out to — well, you guys can’'t do it wi
got a note.

Ernie Hall: One more quick thing. You
interest on this money until you make the |

Candy Easley: Correct, correct.

Ernie Hall: Who gets the interest”

Candy Easley: The state does.

Ernie Hall: The state general fund.

Candy Easley: It's in our ine.....

Ernie Hall: Except you do

Candy Easley: ..... that this
We do not. So we're really better on ut. And there’s been
two ways - these boards — I've served ) e hey - by the way, the

in the budget
future years it's
ing past DNR so |

bothered b i pan purposes essentially. All of them
1 again, they make the loan decisions

: y, it can’t really be a revolving loan fund if we're
only getti

C nt of money we lend out because then you’re not
getting any for the expenses to set up the loans, to service the
loans.

Candy Eas eah, in round numbers, you know, right now.....

back through the general fund that ARLF did not get turned back in because
it's a revolving fund?
Candy Easley: Help. No, no. The money the ARLF makes goes back in

Mac Carter: Yes. But not the interest.

Candy Easley: No. The interest on the loans. No, no. We loan it out and
for five percent. That money comes into the ARLF.

Mac Carter: Okay, well, | was confused.
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Candy Easley: We sell property that we have foreclosed on. That money
goes into the ARLF. So what we're earning and selling goes back in. It's just |
can’'t pedal fast enough to keep up with what's being drawn out. Round
numbers, ARLF makes around 600 grand a year in interest revenue. And |
already mentioned we’re pretty much done selling anything, which is not really
what we're meant to do. But — and our costs are sort of — our costs are
$300,000.00. Now if none of these other things were drawing on us, we could
revolve, but we wouldn’'t have much.

Paul Huppert: You know, in all fairness though in
other monies went out of there besides write-offs. | mea

e past there was

other than the write-offs.
Candy Easley: Yeah, we're easy picki

everything. And I almo i (Y other than agriculture
write-offs or even opg ivisi g, | firmly believe that the
division’s budget of the general fund.

David Wig eyeball on it, it looks like
$20,000,000.00 that
another eighis@kSo0.....

: at is about right.
ible) went to the other three major items.

state fa r it's the Grange or Farmer’s Union or the State
Farm Bure have been very supportive of the ARLF in passing
ake all the political contacts that they can make to
om ARLF expenditures, but to re-fund it. And | think
onfirm — I’'m not sure which organization; you're in so
did a resolution to just do that; to return exactly what they

not only stop tf
Rob might be ablée
many. At one poi
took out. Yeah?

Unidentified Speaker: The Farm Bureau?

Candy Easley: Yeah, | don’'t know — what - I think at that time it was
10,000,000. They said, hey, put back the 10 you took. So no one in our
industry agrees that this should be happening and have tried to get it re-
funded, to get it stopped and get it re-funded. But it's — | believe a critical factor
in what you're meeting for to know that if the fund isn’'t here, whatever
solutions you suggest, there’s not going to be anyone to finance it. So that’s the
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critical factor.

Paul Huppert: I'll tell you, | was probably one of the early users of the
revolving loan fund. I'm not any longer, but years ago and up to not too long
ago, if the competition for money in the State of Alaska, if it was agriculture, a
banker wouldn’t talk to you. | mean, they didn’t care how good you thought it
was or anything else. They just didn't want to get — in fact, they used to have a
regulation, | know by some of the lenders in the Matanuska Valley. And | can
remember one of the local banks saying they never loan money on the other
side of the Seward Meridian. And so if you were over there farming, you didn’t
get money except the revolving loan fund. And it’'s been agriculture has
been today has been due to the fund being able to fu Indiscernible).

Candy Easley: Okay, any questions? Any m tions on where

(indiscernible). What | did was had Bonnie, sh iful visuals for
me, take the portfolio — the ARLF only portf of the end of
September. And | went through the resu i S, And | -

in order to be consistent, | used the sa
did break out potatoes. They pu and grain. And because
of the issue that you're meeting ab livestock, but they

is this is only the ARLF loan portfolic
doesn’t include producers that don't

federal or it certainly
ere are some. So - but

bt. There's ARLF, there’s FSA. ARRC had one small
not true; they one — two borrowers but they're
115,000. Bu ry and show you - and by the way Chad is here and |
think earlier he\mentiofted approximately 2,000,000. But | used 1,000,000
because | didn’t K . 1 took it from what | knew last year less what they wrote
down. But | still think it's — you know, for your purposes the debt of — dairy
debt in the state is 2,000,000 to 3,000,000 I guess. So that's a big
consideration considering what you're talking about.

Now there are eight grade A milk producers in the state. Two of them,
Craig Trytten and his son — Digger has his own grade A, correct? So two of
them, they're separate permits, but they’re operating together. But it's a true
statement to say there are eight grade A milk producers in the state. Our
understanding is one at Point MacKenzie, at least, unless it's changed in the
last week, intends to stop production by January. But that particular party has
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no debt. But it would affect Mat Maid’s — the percentage of local milk coming
into Mat Maid so it's relevant.

| think that it is important to point out — and then - I've watched this for
almost 20 years and I've seen it go up and down. I've been out to Point
MacKenzie when it was completely a ghost town and other times when it was
school buses going out there. So I've seen the up and down. But | think it's
important because of what I've seen you discussing trying to figure out what's
the problem, what is the crux of the problem. | don’t think there’s an easy
answer, but | think there’s a couple of things that are impgortant to point out.

Based on my experience, debt is not the sole prob “ANd | say that
based on a couple of things. We have a dairy producegg&iis it 1990 we decided,
that charge off?

Unidentified Speaker: '92.

Candy Easley: '92. No names. In 1992,

know, we — I've been there and sometim n 1992
on this dairy producer, we charged off $1,00 ris still
producing but struggling. So if we charged off bucks back in '92 and
they still can’t make it, is the ans j f another $1,000,000.007?
| don’t think so. So it's not just dairy ée i —that the heavy debt
is not what solely causing failures.

Another example is some of th ssed on their farms to

Joesn’t borrow money. Does a
is family. The other one, long, long
out of business. ane clear, but because of poor dairy
and financial manageme g arge off after charge off after charge
off until thegeawas j e equity really, kept borrowing on

discéssie hat debt load, you know, how much money
would make it work. Well, it's not all about how much
and how 5 to be gone to make it work. And | just think it’s very,
very importa i at out.

) pfng and I'll - Dr. Gottfried (ph), | thought did a fantastic
job on his report. ame and spoke to the Board of Ag and he was pretty
candid. And one of'the things and | thought was so true, he pointed out one of
my examples that said, | don’t know, this guy just does a great job. But he says
there - you could take some farm managers and put them anywhere, whether
it's Wisconsin, Florida or Alaska and they make it work. And | believe that's
true in lots of forms of businesses. Looking for efficiencies, using their money
properly and | mean, it's just — it's running a business. It's running a business.

| have the two — well and here’s another good example. There’s two grade
A dairies operating in the north. And of course, Mr. Lintelman’s dairies and
operates the processing plant up there. The other gentleman that operates up
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there — and | think people — he’s been there so long, people have forgotten.
ARLF owns that farm. ARLF owns that dairy farm. We took it back many, many
years ago and he was a hand that worked there and we could not give this farm
away. This was many years ago. And because we were really trying to promote
dairy, he said I'll give it a shot, but | don’t have any money. And we said use it.
Here’s the cows, here’s the equipment and here’s the farm. Go milk, go do your
thing. And what we did is took a paper back on the equipment, and the cows,
which he now owns free and clear. And this guy is like clockwork. His
production doesn’t vary hardly at all. He’ll go from 58 cows,maybe to 62. He's
so efficient, he’s so consistent. He has an option to buy m, by the way.
But there’'s an example of someone that started tit with nothing. We
essentially said we’ll give you the paper and see if y, o it and by golly,
he’s done it and he doesn’t owe us any money. So end, because of
our problems, | guess discuss a lot about the f, . ink it's very
important that you know that there are suc . Mr. Li s farm at one

ARLF, so there are some successes. | h
Rex Shattuck: You were —you said t it i matter of"debt load
only.
Candy Easley: Uh-huh (affi

cies with the end

our managing the risk
ere we have to address

‘ ‘ 3 cases we've just given
things and they’ve just pointed out. And in other cases,
osgive a loan to a person and

doesn’t seem to be just that. But th
result. As you just pomted out, whe
and who we decide to g

the paper for the equip — that was 20 years ago,
to say a name. The farm we own up north.

: With the lease?

: ink it's been nearly 20 years.

Unldentlfl peaker: It's been almost 20 years.

Candy Easlgy: Yeah. So that was a time when we were taking back
farms left and right. We had four or five pages of inventory. And the director in
the administration at that time was very, very much on the agenda that we
have to do whatever possible to get this dairy up on its feet. If we take it back,
we're not slaughtering cows. We've somehow - so 20 years ago that was the
agenda.

Rex Shattuck: Well, | asked that question because it seems an awful lot
of the discussion we have is centered around can the infrastructure and can
we have a farming industry in the State of Alaska. And you know, barring those
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areas that we — the projects, as you called it — we put a lot of money out and
not all being successful. Boy, it seems like we’ve done a poor job of judging
that. | mean, is that a major piece of this is how do you.....

Candy Easley: Yeah. Well, I'm a little prejudice because I've been
underwriting those loans for 18 years. And | didn’t (indiscernible). | didn’t
throw this out.

Rex Shattuck: | know. | appreciate that. | appreciate that. | don't.....

Candy Easley: | think that would be true. A banker, you’re going to try
to use good credit underwriting whether it's for dairy or any business. And so |

heard you talking earlier about how you would judge a | sed on milk

pricing. Now let me tell you how | do it. It's fairly easy. h the existing loans

Joe pays this much. If you do a really, really good j even get bonuses.
So | can say, well, I'm going to assume you 0a good job. And

things. But for me, | say well, you're — you i ose to milk
this many cows. If | take what Joe will pa ri
would consider the price support from t Id never
include that, but that’'s not a — going to conti it will, bu¥'we don’t
know. And I'm going to take a given. Now dairy ucers Outside don’t have
that advantage. Their price a hu i I've seen it as low as 11.

Has it been lower?
Chad Padgett: Ten. Ten.
Candy Easley: And as high as¢
Chad Padgett: Ei
Unidentified Sg

Candy Eas side’s got to decide whether to
< sl i stting 11 or 18. That's huge. | have
know the maximum that they can

IS a dairy publication, I look in there

ay. But I've used the 5,000, though | don’t

ere. And | — and even with all that, | can say well, if
crop, if they don’t increase rate, if they don’t increase

you could do it. A s0me of them do. And some of them do. Some of them
don’t because of, imy opinion, lack of business and farm management. And
that's true of any kind of farm. | find that true in potatoes, in vegetables, in
grain. That's true of any business. Those that are very efficient at it, make it.
Maybe they divert — get diverse in things or they stop doing it. They stop doing
it.

| just want to make the point it isn’t just the debt. If you think you're
going to come in and charge off all the dairy debt and this is going to make it
work, I'm sorry, you're wrong. | have file drawers full of failed dairy loans.
Million bucks a pop. Million bucks a pop. That's what it takes.
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Chad Padgett: Candy, | just want to clarify something on the debt
loads. | want to make sure that everybody’s aware that that's not what | was
trying to say this morning that we just charge off debt loads. That's not the
point. There’s — like Candy says — I'm agreeing with her on this - there’s many
other factors you got to look at, everything from grain production, to
infrastructure, to land price sales. There’'s a number of factors that have to play
in. And as long as we’re doing our jobs in the lending business like we should,
you're absolutely right, there isn’t anything that shouldn’t - you know, our
folks down south do take all these prices into account.

The point is, that wasn’t done here in FSA. So th
with. So that's the point | was trying to make this mo
dealing on a different playing field because of that,

t we're dealing
g. We're not — we're
at the federal level.

because of the way the loans were made , the
majority of them. Because of that, that’ I ut I'm
not advocating that we charge all these acco st want to

make sure that’s clear.
Rex Shattuck: | didn’t tak
Candy Easley: No.
Rex Shattuck: | don’'t know
point though and working out from t
Chad Padgett:
how much of that is payments? | don’t know how
many — | don’'t kng akence that or not and.....

that’'s a nice starting
an element.

ade. Yeah. It would have an impact. It would
unfortuna mpact than if there was no dairy industry.

Chad .
Candy 2y: Yeah, yeah.
Chad Padg And that's something else. That's why CRP comes up a

lot because that’'s gomething we’re grappling with right now. So again this
whole feed, forage, dairy, debt loads, the whole thing has to come together.

Candy Easley: Yeah, yeah. There’s a lot of them that have CRP that
their loan payments are set up in October, which is when — and some of them |
take even by assignment. So those federal programs, if that CRP payment stops
or some are being reduced, yeah, it could impact their ability to pay on the
loans. Though | have to say there wouldn’t be a huge downfall. You know, it
would probably prompt some collections, some modifications of loans, some,
you know, | mean, it would impact it. But | don’t think we’d be writing off
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millions of dollars.

Rex Shattuck: We had discussions on how much of a draw there is out
of ARLF. And how much your operating costs are and all. | don’t know, is it a
fair question to ask what the success rate is on the loans.

Candy Easley: Excellent.

Rex Shattuck: Well, I mean, can you show that?

Candy Easley: Actually, I can.

Rex Shattuck: Okay. Obviously, you know, you're comfortable with the
process.

Candy Easley: I'm pretty tough. Rhonda and oth
tough. I am a producer’s best friend when I'm handin e money out. When
I'm trying to collect it back, I'm their worst enemy.
number of years less than 3 percent in default. |
a couple of months. So....

Rex Shattuck: So the number thaty
like 85 percent when you started, is that

Candy Easley: Yeah.

Rex Shattuck: And that was what ye

Candy Easley: It was mostly these proje

Rex Shattuck: Okay. So i for you when you
started?
Candy Easley: Oh, '88. '88.

under audits.

Candy Easley: They don’t give compliments too often and they actually
did compliment the ARLF in the outstanding loan underwriting job. The way
this works is | have no authority. | may have influences, but | don’t have any
authority on these loans. | look at them strictly credit underwriting. | do up a
report, give it to the Board of Ag and Conservation. | do make a
recommendation. The board generally — and it's pointed out in the audit -
generally goes along with my recommendations. But | have to tell you the ones
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they haven’t, have been dairies. Sorry. And it's because of political influence.
That's just the truth of it.

And during that audit, there was some of that going on where | — and at
that time we had two loan officers. Both loan officers recommended decline; the
board did it anyway. But that, you know - | do my job; they do theirs.

Ken Sherwood: Well, | was curious. Maybe | didn’t hear Chad correctly.
But there’s two loans — | mean basically the state and the fed. But Chad said
under the current environment, he wouldn’'t make a loan for a dairy farm and
you’re intimating you would make a loan under the right sgt of circumstances.

Candy Easley: | would never say | wouldn’t do a = would never say
that. | will talk to anyone, but show me how you’re goiig to do it. If a new
producer came to me now - | underwrite very cons — | would probably
e’s the average,

would not recommend a loan based on the hi K all Mat Maid
and say give me history, three years. | mi
base it on the high ever. Yeah.
Ken Sherwood: But in your opinion,
where you might loan money for a dairy farm.
Candy Easley: Sure. If th@ggualify. lified and I've gone
through.....
Ken Sherwood: But | mean :
Candy Easley: Probably not. E 1 an, there’s subsidies,

position ARLF — i and bec se I spent the first 10 years belng in

second position iti isi position. If it goes bad and
keeping in mind you're@oi percentifoan, we will recover. And we don’t
want the fa but we’re going to recover. | can’'t
afford tg

we make dairy loans, it's all by milk
cheg y're milking, we're going to get paid first. So
any of t , payments are secured through either the

Lintelman'pre i t or Mat Maid and they don’t get that money. They

get what's le eck to ARLF. Now if they’'re not milking, and I've had
that happen, ably in trouble.

bring cattle into the state.

Candy Easley: Well.....

Unidentified Speaker: Fly them in.

Candy Easley: Yeah, you could. It would be a huge expense.

Rex Shattuck: Without significant expense.

Candy Easley: Yeah, huge.

Rex Shattuck: So just out of interest and I'm not promoting the idea,
but it's a question in my mind, if we kind of — if we can’t bring any additional
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cattle into the market, does that not increase the value of those cattle that are
here? So why do we go at 75 percent of the slaughter?

Candy Easley: You could take — I'm doing a 30 year loan, what's that
cow worth six months from now, a year from now, or 10 years from now,
though generally a 30 year loan is secured by dirt. Livestock or equipment loan
are usually a short-term loan. You know, we kind of the last three years have
been going through seeing dairies liquidating and the division has made every
effort to help those people because we want to keep the cows milking rather
than go to the slaughter plant. And they’ve gotten sold, bugboy, they — you
know, a dairy producer doesn’t have a whole lot of cash around. And so
they’re not - if you only have three people that want tefBuy, they’'re not getting
big money for those cows. Even though - and in fa rry, what's
happening is the quality of the cows have gone doWn. hat's happened.

One, the dairyman milks it longer than he doesn’t
have a replacement. So instead of milking it

thing is the gene pool is small. These — wher
Washington, Oregon, Canada, they come from

ging those cows out of
s that do nothing but breed
ose farms do; that's all
they do. And they really work on t
So when you stop that coming

closure of the border.

Rex Shattuc
going to be well,
picture is the fa
you can’t bring addit
additional mikking 50 my next question is going to be,

part — my next question’s
or how much of a piece of this

you the same
closed. So it's a combination of things impacting the struggle in the
dairy industry. BO as struggling before the border closure. It's just made it
even more of a stryggle for them. I'm running out of breath. Is that enough?

Rhonda Boyles: | think so. Any more questions for Candy? Thank you,
Candy. Thank you. And again, Candy will be around and okay, I'm going to
make a dictatorial decision here. Because we have two producers — and Larry,
help me. Ray and (indiscernible) are gone - all producers, dairy producers were
invited?

Director DeVilbiss: Absolutely. And we have — we had one response to
the questions. And | think that’s in your handout or we’ll hand them out.

Rhonda Boyles: Okay. And we have two here. And | don’t want to keep
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them here in Anchorage while we have lunch. So I'd like to just continue going.
| think they’re a very, very critical element of your ability to somewhat have
more information to digest and think about. So | would like to — maybe — do
you want to take a three to five minute to stretch, or are you okay? You're
okay. All right. Oh. (Indiscernible) wants to stretch. Go ahead. I'll keep you
right on task. You got about three minutes if you want to get more coffee. And
then when we come back, Wayne and Craig. (Indiscernible).

(Pause)

Rhonda Boyles: This is literally the wicked witch ofsithe north
(indiscernible). Okay. So we’re going to have some grou s. Now this is an
emotional thing and understanding why. Craig and Wayne have put it all on
the line. Some of us in this room have also done th er areas; some have

won; some have lost. And it’s certainly when you’ out your hard
earned dollars and the sweat of your brow eve otional. And |
respect that. I'm not going to stand here an raig and
producers work harder than any one of u tion of
David, who's probably retired. But - I’ They
work different. We all work hard. We work ve caly and youhave a lot

PMS days here, ground rules. No
Wayne Brost: Okay, | can
Rhonda Boyles: No four lettg

whoever does it in the corner. No Kic ing, no throwing furniture.

Okay. Complete respect because we'rejallge als. Maybe a little-in a

:00. And | d like to break for lunch no later
than quarter of 1:00. LI presentation, questions and answers, let's
try to keep i
the producers. And in front of you,

you h ponse to the questions and you also have a copy

-huh (affirmative).
| see (indiscernible) everywhere. We really intended

Rhonda Boyles: And everybody has it because it’'s a public - no. And
because it is public, Larry, it is public, pretty much.
Direct DeVilbiss: Well, we did try to tell them that we’'d be careful with

Rhonda Boyles: Okay. So be discreet with whatever you're taking in or
out of this room. Thank you. Go for it, buddy.

Wayne Brost: Okay. Thank you. Thanks, everybody. | know everybody’s
putting a lot of time in here and | appreciate all the effort that's being given to
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the industry. Especially, Rhonda, you've done a real good job. Unfortunately,
this wasn’t done five years ago. That's probably my biggest regret as a producer
that we didn’t access that solution there, the 25 mil.

Anyway, I'm going to go down this list that you sent me, if | could real
briefly, and then I'd made some notes that I'd like to address some specific
issues that | have. And then | guess maybe if somebody has some questions,
would that be okay?

Rhonda Boyles: Sounds good. Thank you.

Wayne Brost: Okay. First of all, how many acres is your farm. | have
purchased part — all of one section and part of two other, have 960 acres.
That includes some wetlands at Point MacKenzie. | le off the farm about 450
acres also. | have about 240 cattle. | think this su most of the
summer, | was the largest milk fluid producer in that Kyle’'s gone
robably the
second or third largest acreage-wise of Timg i the state. I'm

forages. We’ll milking about 85 cows rig . nda are
here. They can attest that in the 11 years, 1 i

ever. We are almost exclusively i
put my accounts up against anyo
attest. He signs every — every two

We have done both artificial br
natural breeding side we

In other words, our - I'll
igh guality milk. Joe can
and my paperwork.
breeding. And on the

< 'm using right now. And
like | said, we've @ ~ . We\have about 70 replacement calves.

loss in the last coupleye r female/mMumbers are coming up. We breed

for milk rep d crossbred customers.

eople and it's not all on the dairy. But | would
attrib of it. The others is clearing land, which we
are s ay production in the summertime. Our

veterina ill, j ‘ il on meds and vet last year was $5,452.00.
That’s jus eg testing and things like that with our vet. We sell
an and bull calves. And a lot of them, by the way, go
efCorrectional Facility that | live right next door to. They
heir herd. The calves are worth about $70.00 and the
they go up in value. But right out of the — real little ones go

are trying to incre
longer | keep the
for about $70.00.

We feed mainly Timothy forages to the cattle. We rotate graze intensively
in the summertime. We’'re still grazing at present time. And by the way, the
Timothy and grass based forages give a higher Omega 3 grass - or beef and
milk product, which is a very good sales ploy on the health end of it. It's like a -
it's a good product. | also raise some oats and rye grass. | put them in a tube
line with new technology and make silage out of them and | use them in the
TNR, a vertical type mixer, which basically | just dump a round bale that's

Dairy Industry — Ad Hoc Committee October 16, 2006
Meeting Minutes Page 52 of 122



fermented into silage into a big machine, then | add my grains and my proteins
to make a balanced ration, which I've worked in the past with the university
scientist specialist Milan Shipka. Well, I've worked with him since he’s been
here actually to formulate rations.

| produce almost all the forages myself. | do not grow any grain for myself
other than a silage type grain and that would be an oatlege (ph). The reason is
the barley does not tolerate the acidic ground at Point MacKenzie so it is not
economically feasible to grow barley there. | buy my barley. Obviously, | buy
quite a bit of feed from Ken Sherwood and Alaska Mill & Feed and the soybean
and all the supplements | get from him and of course, | fertilizer
through him and - but | buy most of my barley throu he Delta project which
Robinsons and in the past Wrigleys and (indiscerni some other people

up there.

Okay. This last one here is interesting. lue would your
culls have if Mt. McKinley Meat & Sausage ite frankly
wouldn’t — there would be no value. | hav i
Asians — well, let me ask you a questio | here
have butch — come out to Point MacKenzie a in the last
couple years? | don’t see any hands going up. e don’'t butcher like they

re, we butcher our own
cattle. That's not — the only people of,the people I get
interest from are Asians. In fact, jus
there is — it would be very, very diffi
very little value. I'll keep going here.
i believe with my debt load

and | would have #0di o8 Wi | think that debt load is a very, very

load is too high and Y itig doesn’t cut it, it doesn’t matter. |
have to hayg ' weight and | think there are other

g sell hay, obviously with my acreage
horse market. The preponderance of my

well, your milk ne goes down in price. And so that's a big — that's great. But
let’'s — | don’t want/to hear any more of that because the guys that go like this,
that’s fine, but it's the same as this in the end. In other words, you can go up
and down in Washington State and when you go up, and you're making a ton
of money; when you go down, you're losing a ton of money. In the middle,
you’'re doing like we're doing. You're working your butt off for a little bit of
money.

And another thing about this Northwest Milk Order going up and down, |
just had a guy here from Washington that had a really good solid $15.50
contract with Tillamook Cheese. Everybody’s heard of Tillamook Cheese. It's a
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huge company. Employs and buys a huge amount of milk on the West Coast so
that's not the only market, the one you’'re comparing our price to. There are
other markets out there. There’s organic markets, which are higher than what
these contractors are getting to Tillamook Cheese also.

This last one’s a real good one here. Did everybody see that? Do you have
a successful plan for your farm. How interesting is this? I, Wayne Brost, have
come to Point MacKenzie, invested with retained earnings and with what | had,
and borrowed money, about 1,000,000 bucks. Now I'm expected to make
payments every two weeks or monthly to the state. It see like a double
standard here. Mat Maid hasn’t been paying since they since Joe took

year? $1.00?

Candy Easley: $1.00 for a lease.

Wayne Brost: Now that's a little less th
you that. | think paid $50,000.00 interest a : ing is, I'd be
a lot better manager if | didn’'t have to pa
and the feds a whole bunch of money. |
could have new tractors, | could have better
In fact, | could take less money for my milk. B an’'t have higher input

costs, have to pay the state and d and have a-and |
have a higher debt load than Paul asgd your farm for 10
years. And | hope you give him a go i e's worked his butt

off up there for that long. And | kno IS about two to three

times higher in the Anch rage Bowl. ‘ can’t compare - that's like
apples and oranges. to another because the debt
loads are going to € differe r land - your increase — incurred
costs in differe . up there.

is the barley costs less up there because they’'re up
there right b D bucks a ton less right there. A lot of
differen guestion. A successful plan for your
farm

farm. And | have en — I've heard a lot of talk about well, you guys, you're
going to get a lot gf"fmoney out of your land. That's where your retirement or
your deferred income is. | haven’t seen anybody do it. All I've seen is guys go
broke out there. | don’'t want to do that. I've got too much in it. I've got all my
marbles in this deal here. I've got all my eggs in this basket. My wife and | have
worked for nearly 40 years. We've been married nearly that long. And we’ve put
everything in out there and we look around. And like | said, I'm really upset at
myself as a producer. I'm upset at the division and I'm upset at Mat Maid that
none of us had the ability to get together — and Chad worked. He worked - |
have to say that he’s worked awful hard in a lot of different ways to try to get
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us together, you know, same page, get us in with Stevens and solve this thing
with — | can’t believe - if somebody handed me 25,000,000 out at my farm, |
think I could write up a grant for them and | could make it work.

But we didn’'t. So | hope somehow that we can resolve this. | would
propose at my end, | think there are ways — and | know that Joe and | are on a
different page because I've talked to people here lately, in particular some
producer-processors, they market their milk, a cream topped milk, for example.
| just talked to a gal that's marketing for 7-1/2 bucks a gallon, some of them
for 8. Way more than what this market’s bringing Mat Maid. The market will
pay it. But you can’t commodity — you can’t want to get market share
and ship in a bunch of milk just to get volume. | thin ou know, I'd like to
see a label that says Alaska Grown natural, no add no cow crank. A
quality product right here it is. We've got it. But ket. | know people
paying 8 bucks a gallon. So why don’t you guy i

I'm getting up there in years enough,
and | don’t have siblings and | don’t have

dairy cow buyout. Take that $650,000.00, gi
and I'll go away. You'll never hear about a bad
in your life unless somebody wa
you.

a head
—you know, a dairy thing
ot a farm with dairy for

But | am too old to build a p S . Lintelman did. |
don’t know when you started. I've — y@ good model right there.
Very successful. Highly spoken of all . I don’t know what the

) ) one thing | cannot go
backwards. Maybg C in the potato business because | got
a lot of land. | eXperim i pes this year. I'm going to have to

t problem I have with the whole
ere anyplace else in the United States,
$300,000.00. And right now if I kill them all

dustry, no matter whose fault it is, | don’t have the
erybody else in the continental United States has or
does have at a i time to call an auctioneer, and not only get rid of my
cattle and pay m ay the people | owe money to, which | would love to do. I'd
do it tomorrow. I'vg'got dairy equipment, like a TMR mix machine, a Meneur
(ph) livestock handling equipment that they ain’t nobody up here wants it.
Paul’s not going to spread his potatoes with my shit spreader — or my manure
spreader. Excuse me. | don’t know how many of them slipups | get, but
manure spreader.

You see, that — these are the unique things to our industry and that's
why | think you hear a lot of — I'll call it crying and whining. It's the simple
truth, folks. If you want me to go in at 2,500 bucks a cow or 2,000 bucks a cow
and borrow money, and put some of my own money in there and 4,000 hours a
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year — 4,000 hours a year is industry standards for dairy people, and | didn’t
believe it. But if you're going to do that and clear land and what we’re doing out
there, guaranteed, you're going to put 4,000 hours a year in. You want to work
that hard to find an environment where you can sell your cattle for one-fifth of
what you got in, and not even have a market for your equipment. It's insane.
It's insane. | don't know how | got here. | honestly don’t. And if | could turn the
clock back, | would. | would like to see a buyout.

I've got a lot of notes here. | don’t know where I'm at on time. I’'m going to
breeze through them real quick here. | could go on for hougs here, you know
that, because you've listened to me before. | think what to do now, |
want to address something — | was one of the loans, | leve, that Candy was
talking about, one of the two loans that were - | do what you called

them, political. But | will state this right now, I h ssed a payment in
11 years with the State of Alaska at Point Mac id every two
weeks because they take a check out of my owed a hell
of a lot of money up here, and my wife, Il She

has worked her behind off out there. If on my
butt right now. I am lucky | got a good woma , when |
hear about these political loans - | got an RFP at farm. | bought it for

was a boy. He slept nights at UPS
he wanted it, and he told me | just
cow in his life, folks. Oh, a couple go
what you want to do. But there’s a lot

)
-+
(9]
Q
~+
>
)
~+
)
>
a
~
S
s)
=

Si\ agriculture out there. And
I've done a lot diffefée I . mercial fished in Bristol Bay. | run

some shops do as. Hell, | thapped down there for years when
furs were 100 bucks: ot of diffgrent things. This is the hardest
thing I've eye challenge, I've got some land and

some caitle i sell you.
e never got anything. When 1 first came

everaented land out there for nothing when I've
)yees get buildings for nothing. | have made my

payments. | and out there. | have helped the state sell land out
there by cleari d being a steward of the land.
Anyway, I'n g to ask anybody if they have any questions. | hope

somebody has sorpgeé solutions.

Rex Shattuck: | have one question for you. For those - | will say | have
had product from a culled cow that was processed through Mt. McKinley Meat
and | couldn’t have told the difference in hamburger personally. | didn’t have
the cow slaughtered myself. And | didn’t find anything wrong with that. Would
you be willing — I've seen - I've had the opportunity to go through a couple of
the farms out at Point MacKenzie. And for those who haven’t, would you be
amenable to, if somebody approached you, to walking them around the farm,
the setup, either you or Craig?
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Wayne Brost: Any time. | mean, you know.

Craig Trytten: Bring them on.

Wayne Brost: Yeah, any time. We've had little — with school tours out
there. We've had some Farm Bureau tours and you’ve been to my place.

Rex Shattuck: Yeah, well, that's why I'm saying. | think, you know.....

Wayne Brost: Anybody’s welcome.

Rex Shattuck: At the same time, | would actually, you know, wonder if,
you know McKinley Meats or Mat Maid would be willing to kind of tour
somebody around.

Mac Carter: When you said $23.00 for a break e
want to be at or — because that means you’re not goin
It's just going to be break even.

Wayne Brost: Well, | am making somethin an by breaking
even is | mean | can pay my - | can pay my la pay my
chattel payments, | can pay my cost of prod is grain bill.
on't know
, | know
very few of them that have a pretty compreh en for themseélves, health
insurance program. There is some additions. to make - to have what my
employees and | would like, mayRje e my liabilities with
$23.00. Now that doesn’t mean evé ) . ink, there are people
that can do it with 20.

Talk about debt load. | think i
| didn’t — wasn’t paying the state and

Mac Carter:
would be able to re€ .

Wayne Brost : aslot to do with it, but if you

an tell you right now if
be a lot easier.
the debt, yeah, sure, you

manage and don’t ha bank some money. But when you
go out there : em farms, | drug the equipment in, |
drug ca i 7 ou know, | mean, it's different. It's

as said by Chad and | think Candy also that
just abot i idized through one form or nature. | mean, there’s

the fact that you | , you're always going to be behind the eight ball trying
to, you know, play/Catch up because your debt load is so much larger than
most businesses are because you're in the millions and trying to recoup with
an industry that constantly goes up and down and changes and has various,
you know, factors about it that doesn’t allow it to be stabilized. There’'s no
stabilization within it. It creates a market for you that you're going on a
monthly, a weekly, or whatever basis. You know, and then in a year, and you're
also going on a basis that will change the whole outlook of the picture.

So you know, as far as what you're up against, you know, is -- the
pressure is surmountable, | can imagine. | don’t know, but I can imagine from
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what information | have been able to obtain over my time. But you have to look
at the bottom line. | mean, we know what you need to survive, but then again,
the dairy produc - you know, a manufacturer over here that turns that milk
into a sellable product can only afford to pay so much because they’re only
going to get so much once it goes to the store and the consumer buys it. So it's
a Catch-22.

Wayne Brost: You know, that’'s an interesting point. We are always in ag
- of course, we're always here’s what you're going to get. But when | go to buy a
quart of oil or a tractor, you know, | have to pay the price. On the mostly - and
most of the time on a retail level. And yet when I go to s roduct, | say,
well, what are you going to give me, Joe. And he says I I can only give you
20.75. And if I'm not making money, | might have t u back or the new

| can guaranty you that.

Now, if you don’t — if you just want th i o live, then
do a dairy buyout with the 650 and we’ll rt,- your
Mat Maid or whoever wants to can imp i ere. Or
if one or two producers want to keep doing t nd a little4n there. |
say you got to get a niche product and you got a different direction. Even
if just part of it is.

You know, I've asked the Div 7 ur hardest to put a co-
op together to build a little plant li ern Lights Dairy up
there. And we’ve asked the Division @ i nd never got an

2 sell part’of our milk to Mat Maid, will
they still have to ther words, if Wayne Brost starts
jugging milk to 100 gallons, is Joe going to come and
pick up the other 500 g
your milk
those thi

pefore you came on here, | believe. | also

asked t Tract 17 that if it's so darn lucrative to run

these dairy 1 his colleagues should come out and buy that farm
and run it. asked them, hey, if you don’t want to do any of the
above, make th ple land so | can get out of debt and pay my debtors.

You know, I've seé em take these farms and then the next time they sell it,
they sell quite a bi'higher. They make money, but the guy that goes out there
and busts his butt for a while, he loses everything he’s got.

Paul Huppert: How come, Don, you don’t sell your milk for $8.00 a
gallon?

Don Lintelman: Well, | could never get it for one thing no matter how
good it was.

Paul Huppert: So you'd be a classic example to see if that's a possibility.

Don Lintelman: Well, you got people that are — oil prices are up now so
our sales are down. And instead of buying a high quality of milk, they’'re going
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to buy the cheapest one because they have to pay for this gas that’'s coming on.
And the next thing is, well, | got a toy that | got to have to have. So the kids will
not benefit by any of this stuff other than the toys that they have to play with.
So there’s a lot of factors. And then you got the WIC program has cut our
throat in this state. They've put up signs that you have to buy the cheapest
milk in the store. And then the stores will bring milk in for a commodity sale.
They'll probably raise the price of Nabisco products to take the ricochet off in
milk. So we only sell milk. We don’t sell Nabisco and all this other stuff so we
can pick the added costs up. So our sales are down a tremgndous amount. Not
in the military, but on the shelf of Fred Meyer’s and Saf
Paul Huppert: Yeah, but the military.....
Don Lintelman: The military is pretty muc

r us, very good for

us.
Paul Huppert: Yeah, but | mean you c near $8.00.
Don Lintelman: No, | can’'t. No.
Unidentified Speaker: Not event
Wayne Brost: The military takes
Don Lintelman: Yep. Yep.
Wayne Brost: And you take all Alaska
Don Lintelman: Sure.
Wayne Brost: When you b

Outside milk, do you?
Don Lintelman: No.
Wayne Brost: You get our mil
Don Lintelma
Wayne Bro

ik from Joe here, you don’t get

qat or just — we’'ll just go out of
here.

either, at any sto Joe will even say they can’t put signs up in the stores that
say this is 100 pergent Alaska milk, or 40 percent Alaska milk or whatever. We
can’'t put any signs up in these stores at all. Because they’re the ones that
dictate the price to what we can pay. In other words, Safeway has in the last
couple of months has dropped our price twice. And we haven’t dropped any of
their price. So as soon as the corporate managers move out of the stores and
they don’t get hollered at all the time from my salesmen, why then they’ll raise
the price up (indiscernible) looks good. You know, good for them. A good profit
margin in the store.

But - so then | got to send my sales person out to go out there and talk
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to the corporation so they can bring the price down again. It gets to be a yo-yo
type thing. So straight across the board | can only charge so much to the stores
and that's it. They won’'t pay any more, but they’ll charge more because it's an
Alaska product. Now that ain’t right. If you're going to say this is an Alaska
product, yeah, it's all right to say that, but thing is don’t be bringing the price
up. The store has to raise it up just because it's an Alaska product. Why
should the people in our state have to pay more money because it's an Alaska
product? This way we could sell more.....

Wayne Brost: | would rather.

Don Lintelman: We could make more — huh?

Wayne Brost: | would rather support local eco
pay more. And | think that's why the 70 — success

y and | would rather
aid.....

Don Lintelman: The standard person will more for the
milk.

Wayne Brost: Well, somebody is.

Don Lintelman: They will not pay . ome. But
you can’t get your infrastructure you n ilk that
you’re producing. In other words, you don’t eterinarian s€rvices, you
don’t have the tractors you buy, they don’'t hav guy come in and service

don’t have the

check your cows. You
preg check the

ore, 90 days. Well,

your Surge processing or your m
veterinarian there to do what he’s
got a guy that’'s a dog man or a cat
cows, well, I can’t check them. | got
this one ain’t pregnant.

And then you ou found out this cow isn’'t
pregnant. Well, t . 's where some of your problems are
also. Not becaust'y pecause you don’'t have a decent

vet out there checking > within the realm that you need to
do them.

they're fairly'exp ive. Ken, you had a question?

Ken She 4dWell, just — you mentioned the Timothy hay and the
grass hay and the ega 3's. When Shipka gave his presentation last Monday,
he said one of the problems as | recall for low production in Alaska was the
Timothy grass hay was a lousy feed for dairy cows.

Wayne Brost: It's pretty low protein.

Ken Sherwood: Yeah, | mean, he also blamed things like you couldn’t
get cottonseed meal, you couldn’t get brewer’s grain because of, you know, for
a lot of reasons. But he said that herd - | think he said herd size and he said
production were the two biggest factors for the dairies in this area not making
a go of it, in addition to debt. In addition to debt.

Wayne Brost: That's pretty relevant. But, you know, there’'s some trade
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offs there, Ken. | mean, you - if you want a top production, then go down there
and crank BST to them and you’ll get top production. That’'s another thing, you
know, that we don’t use that we should be marketing in that niche market, I
think, because we don’t use that. That will boost your production quite a bit.
So just looking at overall production doesn’t give you a true picture. Sure, they
produce more. They burn them out a lot faster. You know, and they have a lot
of different things.

It's not just that they produce a few more pounds per cow. They have a
lot of broader spectrum of forages, but they also have a lotof — it's like you
said, professional vets, specialized vets, hoof trimmers. ave huge
Hispanic force. You got to be bilingual now to get a m gement position in
any dairy. They have economy of scale because of ifferent things. Now
they’re getting super cheap feed stuff because of t byproducts. But
keeper is here,

in foreclos
ing milk
cheddar cheese and fresh mozzarella. So — and ow he’s not on the least of

people to speak, but | mean, | alWa i iche market thing and
getting more money for your prod ‘ i Gary’s problem? |
mean why are we.....

Wayne Brost: | guess you'll he kKnowy'l don’t understand that.
I've talked to and visited S that are owner-

processors that are

Washington.

Paul Huppeée ell, yeah, but you take.....

Wayne Brost. And there’s one right here that's been doing it for years.

Paul Huppert: Correct. But he’s — he also has his problems, which is
(indiscernible) to Alaska. And he don't get $8.00 a gallon. But you take
Washington State is a good example, in Seattle there’s three times as many
people as there are in the entire state of Alaska.

Wayne Brost: It's relevant. It's relevant to production.

Paul Huppert: Our predominant market people are the big — two big
companies and the military. Now you can go ahead and talk about the smaller
markets, but they’re not going to eat up the supply of product, I'll tell you.
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Rhonda Boyles: (Indiscernible) David then Rex then cut it off.

David Wight: Obviously, from a different industry so | - you know, on
this steep learning curve. So I'll be careful about how | ask this because | don’t
have any assumptions behind it, but in listening, it feels that - my limited new
view would be that Mat Maid and the producers are on the same side of the
fence, but it sounds like in listening to you that you’'re on an opposite side of
the fence. And then | heard some discussion about maybe one of the solutions
would be to have a co-op for the producers. But if it's market price, which is
driven by the big food chains that bring in milk and sell it at low prices, | don’t
see how that fixes it. So | need a little help in trying to u this. | know you
spent a lot of time on the business side, so | think th important for us to
hear and certainly for me to hear so that when we ing about solutions,
that | have the background of what the producers about in terms
of running their own cooperative versus sellin ays at least
from what | saw on the numbers, pays mor for milk
anyway.

Wayne Brost: First of all, | don’t
mean by more than the market price?

David Wight: Well.....

Wayne Brost: Because if I on for example and.....

David Wight: Right. And t ) i
talking about.

Wayne Brost: Well, here’s the
we’re paying you more

somebody saying well,
2 they’re comparing you to
tates. Why don’t they say,
well, we should get'y AWa i i Let’s get California market order,

33, 4 bucks a hundred weight.

going to bring in in commodities is what I'm
saying. i ( icheé market. That's what the co-op.....

i , that | understand and that’s a separate business
issue that we about. But just as a commodity, it would seem to me
that the produ at Maid are pretty much on the same side of this

- Right.

David Wight: And what's Killing them is the big guys that bring all this
stuff in and they sell it at really low prices and they even sell at a loss leader to
get somebody in their store to buy something else. | think | heard Don say that
there’s indications that they discount milk on a day to get somebody in to buy
something else. And we don’t have something else to sell in this circle of
business that we're talking about. Am I right on that? Am | seeing this thing
right?

Wayne Brost: Well, I'm not an expert in marketing or processing and
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that's why — as a co-op, | tried to get the producers together for two or three
years now. It hasn’t happened. They're fractionalized. There’s one that's near
retirement says | don’t want to mess with it. It's too much of a headache.
There’s another one that's pretty near to retire. You know, we’'re down to three
or four players here down here. Three or four players; maybe two in a year or
so. We got one going out next week.

| - and | think when you get down that small, that's what I'm talking
about. I'm not talking about importing tons of milk from — and having this big
label and this big workforce. I'm talking about a small plant and marketing it
as a natural product. Not - | think put Alaska Grown la it.

David Wight: So organics or.....

Wayne Brost: Natural. Not organic, natural.

David Wight: ..... natural or (indiscernible)
like that.

Wayne Brost: Alaska Grown for sure

David Wight: (Indiscernible).

Wayne Brost: But you can’'tdot cent of
it's Outside milk.

David Wight: for that is what you're

n, something

saying.

Wayne Brost: | think you c N PR

David Wight: But Don’s co t been able to get
that price. Just as — not that you co s not been able to do it.

Did | get the discussion _right?

k that in the Anchorage

are people that pay - you know, I've
worked with peaple hat are paying 8 bucks a gallon for
organic milk. I've got ‘
think we hg ; jlar. | don’t have the answers. I'm not

an expe
[ fairly familiar with is income levels and at

ace retionary income then you do things like

organic ings.sBut when you're right at that kind of boundary,

been in, anc bu 50 bucks every time you fill up your car, then you
L the ics and you go down to the commodity price again.

You make some C es as to what you’re going to be discretionary about. And
unfortunately, for Z1s as we talk today, people probably are discretionary on the
food side, then they go still want to buy the toys for the kids. But | don’t know
that. But they — you have to have discretionary income before people really
start buying in niche markets. But | do think that's a possibility. | just wanted
to hear.

Ken Sherwood: Wayne, do you take a salary?

Wayne Brost: Pardon?

Ken Sherwood: Do you take salary?

Wayne Brost: No. No, | don’t take a salary. That's back to no retirement.
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| haven’'t put anything in retirement since I've been at Point MacKenzie. It's
called deferred compensation, Ken. If | can survive long enough to take
advantage of an inflated land price, which | have - like | said, | haven't seen a
dairy farmer do that yet, then that’'s where I'm looking at maybe some
retirement.

Ken Sherwood: It looks like you've added on to your original farm. Has
this extra acreage helped you cut down on your losses?

Wayne Brost: | think what it does is it gives me economy of scale for me
— the - to have some fairly decent equipment. In other words, I've got enough
acreage in the hay deal where | can have good equipme fficient, get up
and get stuff up pretty fast and yet, the last tractor | ght was - had a blown
engine. In other words, | don’t go out and buy new . But | have got
enough land now to spread the payment of the eq e harvest - forage

Wayne Brost: We converted tRe racts to loans
because......

Candy Easley;

Wayne Bros ere was a statute change and we went from, what,
8-1/4 to 5 perce i d If you had some eqmty in your property,
enough equity, then'y
My chattel 0 gency and credit cards.

at you have 450 acres.

neighbor that
lives out of state. 30 of his. | pick up some leases.

Rex Shattugk: And | thought that was - you were leasing out some of
the property you own.

Wayne Brost: No. No, | am leasing them so that would add on to my
acreage.

Rex Shattuck: You - coming from Vermont, seeing a typical Vermont
farm and going out to Point MacKenzie, there’s a significant difference in my
mind as to what | grew up seeing versus what | see out there. And what you've
had to go through, the rotation that the clearing of — you know, all that sort of
thing. That's why | encourage people to go out and take a look. But don’t you -
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you don’t lease some lands to — | mean, you're — | thought that you had some
folks producing produce on your farm as well.

Wayne Brost: Oh, I've got - yeah, I've got — on one of the tracts there
there’s a small — there’s a barn there that | use for my heifer barn down there.
And there’s a pasture separate away from the dairy. We have got a guy there
that was a local that lost a lease in Palmer area. And he has some - he’'s a
farmer’'s market. He does a lot of vegetable production and some honey
production. Yeah, we're looking at potatoes because this year we did eight
acres potatoes. But I'll be honest with you, here’s another hig problem. And |

when | bought into that Point MacKenzie project.
What was the scientist’'s name that was out lace from the
university? His bottom deduction was it’s the poo oil I've ever seen.

the - it's how good a manager, that's not
picture is what we’re doing with what w
raised crops in areas where | had number 1
you what, | can raise two or three times and, y
much into Palmer just because o

In other wo
irrigated. And | can tell
ow, you can raise twice as

Paul Huppert: Well, you k atanuska Valley were
very acidic when they were first clea d up over the years.
thedopsoil out there is -
we're a foot deep to grave Or seven. But anyway.....

everybody on t

1 e doing here. | appreciate it.
Rhonda Boyl

rytt, you're on, buddy.

at meat. | need one (indiscernible).
u’ve got 30 minutes and let’s try to keep our
questions pre indiscernible).

2N eed one of the blank questionnaires so | can answer
. I'll just take care of that first. How many acres are

you have. We have right at 300. How many cattle are milking now. | think
they’re doing 88, somewhere around in there. How many — how do you breed
your cows. All natural. How many replacement calves do you have? Well,
that's a question - | don’t know how you want to have it, calves or heifers or
whatever. We have about 300 head, approximately 110 cows. So take out a few
bull calves. I'm going to say 50 calves and the rest are replacement heifers.
Pardon?

Unidentified Speaker: | couldn’t follow that one.
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Craig Trytten: Well, it says how many calves do you have.

Unidentified Speaker: Replacement calves, yeah.

Craig Trytten: Replacement calves.

Unidentified Speaker: So that would be future milk cows.

Craig Trytten: | would say take 200 head, take 50 of them as calves
and take another 150 as larger heifers. We have a lot of heifers. Real good luck.
My daughter’s only lost two in the last two years. We had a good run on them.
We have a few bull calves. I'll address that later. It says do you breed milk — or
(indiscernible) day old crossbreds. No, we breed the heifers,for own because the

border’s closed. How many people do we employ. No on annot afford to
go pay some suit in town a thousand or two a month
(Indiscernible) hiring somebody to (indiscernible). ur veterinary bill. |

did not bring that figure with, but I think it woul

year maybe?

Wayne Brost: Oh, three, four. This al ) in there,
vet meds.

Craig Trytten: Yeah, mastiii
something like that, you know. Wi day old calves. | don’t

sell them to prison. Wayne lives nex some 4-H kid usually
would make a run on us in the spring, » e keep them until
hopefully they have so a day old calf, | say $50.00

50 cents a day aftg ething b&cause milk replace is what, 62 bucks,
Ken, a bag?

rom Robinson’s up in Delta. It would be mostly
ht now for this year. Traditionally, I've bought from
p to $200,000.00 a year with him. He does a good
job. He's got go@ there. Buy it all, don’t grow any.

What monet alue would you put on your cull cows if Mt. McKinley &
Meat closed. Zero.JThere’s no one, you know — you guys want to come, we’ll
help you out, you know, forget it. What is your break even price for milk to
keep you operational. | would say at least $25.00. I'm one of them $10,000.00
cowboys. I'm the one — the horror story that Chad talks about and whatever.
And a lot of it was not to my - you know, the money come. Said no. It just kept
coming and I’'m responsible to pay it — even when Senator Stevens wrote off
then | get the IRS bill for it because | got a 1099 for money that | never wanted
or never saw. It's like bad news.

Do you have a succession plan for your farm. First, you got to be able to
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survive, feed your family. You know, how would you put, sure you'd like to
have your kids have it. But first you got to break even. Like Wayne and
Veronica, all our money is in our farm. We have no retirement. We've never
paid ourself any salary. Everything, just right there. Hospitalization insurance,
barn payments, you know, we just keep paying. And we've always made a
payment. We made our payment to Candy, we always made our payment to
Chad, we made our payment to you. We've never had any problems with you,
Candy. We don’t owe you any money. We've been operational. But this is going
to stop. We're done. We're broke.

When the $2.00 a hundred goes away, it's time. Y
the banker, here’s the cows, whatever. There’'s no roo
really bad, guys, really. We have suffered beyond w.

w, | tried to tell
ny more at all. It's
can imagine. My

, all of the farm
cing it.
children.

see a $5,000.00 loss. Our equipment wears o
Nothing. We try and survive, we try and ma

is farm. Th€y've worked
day and night. Nothing. | don’t what could ever prehend that why we ever
d the clock, around the
clock, and around the clock.
So a lot of you people in here
hospitalization, sick days. We're out
we got bill collectors afte

irement, with
now and the mud. And

our production cog S everybody we do business with,

. : i N, puts a surcharge on it. Ken,
ible). | bet you three years ago it
ght now, correct?

the feed price went
was $100.00

substantial though and then with the freight, the
grain come ff€ight come up, and if you feed a ton a day, you know,
that paymen iplies. It just that we can’t go out to the milkman and

can’t get it either. ¥ know, they pass it all down and it stopped at my house.
You see what I'm saying? He could sometimes pass some on to a whatever. We
have no place to pass it on to.

Last winter it finally became the end when the great idea was to close Mt.
McKinley Meat. | said, that's it. Because in America when a dairy farm - and |
farmed all my life — you can grow your farm however you want to. We are good
manager. | could grow a herd a cattle and you could have a production sale
every five years. Probably grows $2,000.00 per animal. Keep all your heifers
back. Pay your bank off, whatever, you know. | had an auction sale in 1986. |
averaged $1,000.00 a head in a depressed economy where they were getting
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$400.00. | know what I'm doing. We have no markets. We have no
infrastructure.

| said to my children, why are we doing this. Because | just waited eight
weeks to haul four cows to the kill plant, Mt. McKinley. Right now if | pulled
the bulls, | couldn’t even kill my way out of this place in two years. Right?
Frank, still here, am | lying?

Frank Huffman: No.

Craig Trytten: No, I'm not lying, am I? And that’s just me. This is what
this poor Martin is going to be faced with in another week. He thinks that
maybe one of the other producers is going to buy his co that kid wants
to bail. We're — you know, you guys don’t have a clue what you're rolling
stock becomes worth when it's worth nothing. And en it becomes a

when | start killing things, | got to, you know, I t to get rid of
it. It's more than asinine.

In the Lower 48, | could call a sale
could go to the radio and you’'d turn it

going to have production sale. | happen to k ks and the trailers, the
men with the gates would be in the yard. We'd cattle. I'd have to run to
drain the pipes to get to town andyget a very good k, you know, | could
walk in my heifer barn and see 70 150,000.00. I couldn’t
even kill them for 20,000. | wouldn e of them they
wouldn’t even take. They were throug ttle heifers over two
bucks a pound in the Lower 48. Didn e dairy or beef and they
still are that way.

And the sadg#s AlaskanYpeople want what we have. We're the
warm and fuzzy
These people pay 2- gallon mare for milk. It's true. We have -
anybody come iends all over. They love it. They buy our
Mat Maid. | just really have heartburn
ower 48. In the last 11 years since I've been
more milk that's went across that
Maid from Washington. So we’re all fools here,
subsidize Alaska farmer what our — the Washington

Mat Maid if it's gO 0 be. But the state taxpayers shouldn’t have to subsidize
farming, should they? | believe in sustainable agriculture, not subsidized
agriculture. If you take the price of milk, put it up on the board. It's 11 gallons
to 100, Joe, (indiscernible) for shrink, correct? Just mere pennies on us
sometimes can affect us. I'm going to take a wild punt and say you're out back
door 3.40 average and that's even a little high, | think, ain’t I, on your one
percent, two percent, skim and whole?

Joe Van Treeck: We're three percent for this year.

Craig Trytten: No, I said 3.40 a gallon is what I'm saying.

Joe Van Treeck: Oh, yes.
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Craig Trytten: I'm a little high, right? Average 3.40 a gallon you're out
your back door for that?

Joe Van Treeck: The back door, it's less than that.

Craig Trytten: Less than that.

Joe Van Treeck: But delivered, it's a little more than that. So it depends
on your blended out.

Craig Trytten: Even if we use the price of 3.50, okay, | think we were all
asking, we went to select stores. Basically, folks, we're going to be down less
than 500 cows within 60 days here. That's smaller than mgst average size
farms in California. You know, | mean - you know, and all of us together.
Then take out what Don uses, you're still using a loa

Don Lintelman: Oh, yeah. Sometimes two.

Craig Trytten: Sometimes two. So that's t ys of our

Alaska milk, no problem. And | understand where you
got to keep all his employees going. You t to try
and keep your overhead up. You know, i . | tried

buying cows or whatever. We just do what w
we work with it. You know, and | think we nee

e‘take what we got and
ave a new plant. | think it
The money’s gone.

ildren are there. |
y cows will sell for
more if the border’s

want to have an industry so that if |
$2,000.00 apiece. Like

price makers instead : . ow, we got to be (indiscernible). |
. I have no problem with the Teamster

¢ in the TV show with — honest to God, you can’t
believe the I . Iways supported Teamsters. | was one for years
myself; so wa | come from Minnesota where it was DFL, it was
farmer labor. B¢
and buy a cull covV say, what can we do.

They should/be here at this table. | have a real problem about this
committee right here. Rhonda, remember how I just lost it at that ag board
meeting?

Rhonda Boyles: You're doing good today.

Craig Trytten: And I did. I really, you know, especially Mr. Eckert right
here. And | told him right to his face, | said what in the world are you doing on
this committee. You have product on the shelf against Mat Maid. This could go
one way or the other. You see what I'm saying? | looked at this board as a set
up for the processor. You got labeled as a token democrat. You know, | mean, |
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had problems with this. You know, where’s the farmers, you know. They didn’t
even have Joe on the thing, you know. But so far, | think it's working out. You
guys are trying to get educated. You're asking some good questions, really good
questions.

So you have to decide. Where’s the Alaska taxpayer going to draw the
line, what's going to happen. Because | think the federal funds are zero. We
have a depth that we have a war in Iraqg and we don’'t have Senator Stevens the
chair of appropriations anymore. We’re going to figure it out on our own. But |
think we can do it. You have a lot of high value asset Midtgwn. | wouldn’t dare
guess what that land’s worth down there. | think a new in Palmer, small,
for Alaska only. We have to establish the base price f laskan milk, whatever
that be. | think it's probably 25. It could be 30.

You take 3.20 a gallon and 20 bucks, if he e 5 bucks more -
you know, if he raised that price 50 cents a ga k. He needs to

wages or salaries. Was that including benefit
Joe Van Treeck: Just basic wages.

Craig Trytte
company, one-fo
Joe Van ¥ 4.
Craig Trytten i i It you testified that you're getting
hung W|th imPackages, hospitalization plans and

at's going to take. If it's going to take a
3ut | have no problem with people making a living,
2n able to or my family. But this is going to end. It's

And | cannot Sttpport anything less than the boat stops. No more milk
from Outside. We got our own product and we all rally around that. Joe, you
used to come around at Christmastime. Got along really good. The rift occurred
on the 25,000,000 on the Stevens money. That's when it come apart. And
that's bad. We need to be all on the same commercial, with the Teamster, the
farmer, the processor, the state, senators and legislators and we need to be out
there. We don’t care. We don’t have to be in every store. But if we only got 500
cows, they should be coming to us. We want your milk because you know
what, our customers ask for our milk. We are the Harley Davidson, we are the
John Deere, we are. And he knows that.
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Whether it be Fred Meyer, Safeway or Wal — one of them going’s to step
up the plate. We'll put your milk on the shelf for four bucks. You know, we'll
give you four bucks, we’ll put it on the shelf, we’ll allow you some money. But
we also need to be into some other things, ice cream, maybe cheese. We're
going to be able to do our own balancing act. That's how they do the balancing
act in the Lower 48 is with the cheese, correct, when you have excess whatever.
Because - and then if that market grew, then we could encourage new growth.
(Indiscernible) industry, feed, it helps all the builders. We need to tell us - the
government to sell some land, you know, all the other equigment dealers do
good. What, am | out of time? You’'re looking at your wa

Rhonda Boyles: No. But you might want to an

r some questions.

Craig Trytten: And the other thing I got to ife and my kids
were be here probably 4:00 o’clock. They might w mething. My son
does own probably 100 of those cattle. He owe , Substantial
and you might want to say — ask him. Are y ow, I'll take

(indiscernible).

Rhonda Boyles: Questions, gent

Craig Trytten: They just want to go e

Don Lintelman: No, | think he covered thing. | can understand
because | do both sides of it. | ca e’s coming from on this.
order to bail these
guys out. Like they got to get cheap o have a veterinarian
there. They got to have equipment t dealers to fix and
repair their equipment. coming from because I've

Paul Huppe iK ick — this 25 percent differential that
that talked abo Cha > iNga perspective, how would that fit in

ska Maid milk sales. Okay. They're going to cut me a
hatever it is, 25 percent (indiscernible).
t, wait, wait. Actually, what that is, it's on the cost of
at yall're doing is from your farm production receipts.

Craig Tryt Well, that was my milk, yeah.

Chad Padgeft: So what you'd be looking at a 25 percent cost of
production based on what your overall operating costs were for any given year.

Craig Trytten: Okay. Well, gee, only cost of production. Well, it doesn’t
matter, guys.

Paul Huppert: Well, how would that.....

Craig Trytten: My cost of production has been what it costs me in gross

production. So

sales.
Paul Huppert: How would that fit, | mean, to relieve a lot of your
problems?
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Craig Trytten: Oh, it would be just great.

Paul Huppert: That would take care of most of it?

Craig Trytten: Well, you're never going to get it any more.

Paul Huppert: Well, | just wanted to.....

Craig Trytten: We have some people who are really scrutinizing the bill
in the Congress now and yeah, it would be a little sneaky little line item thing.
We really missed the boat before. You know, and Jack come out and the Farm
Bureau pay for whatever, no one was there. I've always, you know, went to
speak up for that stuff. Vicky, my wife’s, been in D.C. We tkied to do anything.
You know, | mean - it would be - can you imagine, $12

Man, | could pay some bills. I could get out of some dgbt. You know, there
could be a future. And we — when we take the mon e spend it. We go
out and we do business all over the Valley. You k urance costs, you

| want to make a comment about the . ave to keep
it open. That's just something that has to i

you know, that’s just a dead drain. You got t
Frank made the example for you, you know, o isoner, $40,000.00 here.
He’s not lying to you there. It doé r. You know, and it’s just
not for me. It’'s just for 4-H kids. | ing. For Chad, for a
banker, he has nowhere to sell ani j i at and go away. You
know, you have to figure that one o her paft of it, it can cash flow.

ARLF’s do it. Basically it was half a million,
300,000, whatever, y€ ns that thing. But you're best
customer i : g. You know, your accounts

les and all that stuff right. It's just something
until you ¢ ass to operate in a processing and in a larger scale,
or a kill faci whatever and do it. You know, why - put together a lot of
things, and we'¥ )
to stabilize what ot or forget it. It's over. | mean, it's so close it’'s done.

Chad Padge I just had a quick question. Actually, it's for Mr.
Lintelman. You buy Paul Knopp’s (ph) milk. What do you pay Paul? | think you
already answered this. What do you pay Knopp (ph)?

Don Lintelman: | pay 19. Yeah, 19.50, up to 19.50 the quality.

Craig Trytten: I'd rather take that if I lived in Delta because they have
zero land taxes and it's 40 to $45.00 a ton cheaper for the barley. That more
than makes up for that. See, that’'s what I'm saying about the infrastructure.
And they need the infrastructure. And that would help us but also help them.
Even if the infrastructure, a lot of it was down here because we don’t have it
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down here either. Because we got Terry Weiland (ph) and we had to buy a
tractor Outside because it was 20 grand cheaper. And we made the trip very
easily and make 20 - we made $15,000.00 on that trip.

Don Lintelman: You can't believe what just a hoof trimmer could do.
Our hoof trimmer now with Mt. McKinley, you know, and it's something that |
used to have done every two months. The hoof trimmer come through my farm
in Dakota and he went through the cows and he did it, you know.

Paul Huppert: But you know, that’s pretty predominant in agriculture.
Our parts department in (indiscernible) Washington for thg equipment we use
in potato production.

Rex Shattuck: Well, those are pieces of the inf
impact here, a hoof trimmer, a mechanic. | mean, r

tructure that we can

Unidentified Speaker: Yup. And Proce
Rex Shattuck: Stabilizing that by st
possible then you have those other asset
Craig Trytten: There's suppose
(indiscernible) pricing and whatever in the S i e? But it
(indiscernible).
Unidentified Speaker: Sté . ' te law 7 percent

Craig Trytten: Yeah, but wa se about
(indiscernible) pricing, and you kno C

(Indiscernible). That’ ’
there’s times when
bulk tanks, sell it . That's the truth, guys.
obably could.

at’s wrong with that?

startlng to get the picture and it's one that we
a,challenge around the processing model.

g model, he’s got a facility and he’s keeping
Aying milk Outside.

om and pop, yep.
..... a small facility that sells local only.

Craig Trytten And more expanded to so it would be cheese and ice
cream. He’s into the (indiscernible).

David Wight: Which he’s doing now, but.....

Craig Trytten: No. He’s — no cheese or ice cream or butter.

David Wight: You do ice cream, don’t you?

Unidentified Speaker: Mix. Mix.

David Wight: So - but the — | — and that’s - so that’s where this tension
is right now is the business model that’s volume versus the business model,
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which is locally — local only. And out of these two, are you getting the best price
that you could get for your product because of the difference in those two
models. So we got to figure that out in this conference.

Craig Trytten: He’s using a plant that's obsolete, correct? | ain’t
missing that one, am 1?

Joe Van Treeck: No. What's that?

Craig Trytten: You're using a plant that's obsolete, trying to make a go.

Joe Van Treeck: Well, yeah, it's 40 years old, so.....

Craig Trytten: You know, it's the same thing. You
new tractor. | leased it because | couldn’t afford to buy i

ow, | bought one

me thing as Mat
Maid. You keep passing, trying to make it, looking r days, figure out
what's going to happen next. How can you make
of great and good - you know, these people re
mean, they step up to the plate and they're

they’re loyal. You never seen anything -y

Minnesota, Wisconsin, where it is agricultur
whatever’s cheapest on the shelf, that’'s what t

Paul Huppert: You know, i em with that and | think
Don’s into it and that's your prod 1
what was it in the ‘80s, when it was e summertime they

were getting more production than tRe ' e by considerable

) 148 \ ing else. They had cream
stored, dumping skig NS, ing under the sun. Then to
maintain their ma ' I s, they didn’'t have enough to fill that

market. So instead Shipping it in,
orrect, they

stores were shipping it in. And

buy another brand for less money. And
our,market, haven’t you?

i's a tough one. You can’t maintain the market.
d you have a different production level summer to

winter
Paul Hup @orrect. Quite a bit
David Wigf And your market doesn’t change that much.
Paul Huppert: In fact the market in some cases was opposite of that. In

the wintertime, when schools came on and they were marketing to the schools,
their production (indiscernible). And it went down.

Craig Trytten: Your summer market's approximately one-third more,
right, Joe, or a little bit more than that?

Joe Van Treeck: Today?

Craig Trytten: Yeah.

Joe Van Treeck: Actually, today we're fairly balanced. But we haven’t
had, you know, any of the significant (indiscernible).
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Craig Trytten: One-third more (indiscernible).

Joe Van Treeck: When you take the school milk out it does make a
change, yeah.

Craig Trytten: Okay. | got one other comment. My wife and | put
together Farmer’s Union and (indiscernible). Joe and | and Vicki had a long
history. We tried some things, you know, whatever. But | — you know, the
interest was there. | had a meeting in Sunshine, which is up Talkeetna corner,
or whatever, about potential of dairy. And this is like three years ago or
whatever. The guy that worked for Senator Stevens now is Rural Development.
What's his name? Wayne?

Unidentified Speaker: Maloney.

Craig Trytten: Wayne Maloney. (Indiscernib

whatever. But | mean there’s people that want . something
here that could be definitely unique. We - | plant up
there, you know, right here. This is grade e Amish

be able to pass legislation so that it doesn’t c
Because you’'re talking about this debt. Who h
around to become a grade A dair

10n dollars todairy farm.
illion dollars walking
0 in the hell would invest

to be a grade A dairy? You’'d have ead. See what | mean?
But these other mom and pop’s ope that have raised up
these kids on these farms to fight yot r democracy, and
whatever were out theren |Ik|ng cCows en barn (indiscernible)
pour milk in a can. G i etability on the net would
be if you had m|I pwn in a degsled in a can? Just think about it

e and you're selling that high bucks.
40 cows milking once a day six
,000.00 a cow gross a year. Going to go to 80
ow what kind of cow it takes here to gross -
d you've been working six months a year and
— I'll end there. It can be done.
ank you. I think we're somewhat on schedule.

en: Did | do it all right?
Rhonda Ba 5. You did good. | knew you could.

Craig Tryttgn: | didn’t go over time?

Rhonda Boyles: No.

Craig Trytten: I'd like, you know, if Vicki or Digger have anything to
say.

Rhonda Boyles: You’re welcome to continue to participate and observe.
| think we’'ve used some pretty flexible inclusive rules here. So let’'s have some
lunch and let’'s be back no later than 1:10. We'll start right at 1:10. And Joe is
on the (indiscernible).

(Off record)
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Rhonda Boyles: Okay. (Indiscernible). | know David’s here. Larry
(indiscernible) in the corner. And Rex will be back, I'm sure, just shortly. Okay,
you have more stuff to read. There is a stapled two page document Mount
McKinley Meat closure that was handed out. Much thanks to Frank and |
guess that — because I'm working so hard and nobody has any time to even
breathe hardly, | don't think you've seen this one, Larry. And certainly DNR
staff hasn’'t. So Frank has to take full responsibility for this handout. Right,
Frank?

Larry DeVilbiss: Which one’s that?

Rhonda Boyles: Yep. And he’s got a second one, ingle sheet that
starts with from 2003 and 2005 there have been 175 erent inmate
employees. Please find time maybe to read those b 0 into our meeting
next week, if you can. (Indiscernible) clarification, much speaks to
itself. And | would expect that probably Larry

Director DeVilbiss: It's just a follow-

given us. Mount McKinley Meat and Sa
interests in slaughter industry, Agriculture , More of what
aybe when Ray talks
about fixed assets, he’ll ask you ft ent and whatever else
he’s given you. Okay. It's a review nk you for coming

back at 1:10. And we're a little bit b i kay because we

with committee me . Joe anything you want to ask him
and he’ll try to & i
Joe Van Tree

Iso passed around another document. We
g and it's a discussion that needs to be

e folks that came in here, you know, already
struggling tryi ends meet and they’re spending as much time

admirable on the t. And they've got a vested interest in — and we all
understand that.

| passed out to everybody — and you’re going to wonder why | did it. But |
passed out to everybody these documents. So special reports, the State of
Alaska legislature and administration from Alaska Railroad. The reason |
passed that out - if everybody will turn to the last page of that document. You
know, | hate people that give you a handout and then read. But I'm going to
give you a flavor for it because not everybody’s got this. This is from the
railroad. This is January 2005. Topic, privatization.

In our opinion, privatization would generate considerable business risk
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for citizens of Alaska, the Alaska owner state. If the railroad became a privately
owned enterprise, it would have to pay taxes, it may not have access to federal
grant money and would undoubtedly be forced to relinquish most of the 36,000
acres of land the railroad currently owns for exclusive right-of-ways, rail
operations and lease revenue. It would not be able to sell tax-free bonds. In
concert with one another, those are essential factors contributing to the
railroad’s ability to function profitably each year without having to go to the
state for general fund subsidy.

In our opinion, a private owner could not continue t
service to all our customers and be profitable at the sa
operational revenue. The economics simply do not qu
Failure of privatization would deplete assets and ev.

present level of
based solely on
unquote pencil out.
force the state to
build it at great
idized from the

state’s general fund.
So what did we just hear here? Let’ i ween the
industry that worked trying to operate
they’re paying taxes and Mat Maid’s paying t ) . ECkert had
some questions at the last meeting if you caste r financial statement
against what you don’'t have to d@ ike different. Well, that’s
a big one. And so the railroad says ivately owned, we'd
have to pay taxes. Well, we're there! we've even talked
about even though we've had some an industry, it's too
bad that while we’re tryi

and federal inco
It also goe
we've talked about t

e reality that in this world that we’re operating
, that's big to us, but small to everyone else, there’s

they’d have to give up 36,000 acres of land that they
currently own for gxclusive right-of-way, rail operations and lease revenue. |
don’t think it's a secret that the railroad states that really their passenger
service activity and those things isn’'t where their — the bulk of their profitability
comes from. It's from the lease rents on the property along the right-of-way.
We're paying — you know, we're paying to maintain ours as well. So we're
paying it out of daily operational income.

And finally it says that they wouldn’t be able to sell tax-free bonds. Well,
we haven't even had that discussion. You know, | guess what's important here
is to contrast what we're looking and really what the opportunities are. When
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we stood at the annual meeting and made the comments, the pronouncement
that we have fulfilled our obligation to the state, that's exactly what we meant.
We’'d at least recovered — we don'’t pay any debt. We don’t pay any dividends
either. But what we did is we did cost recovery on the asset that they have — we
hard Candy talk about asset recovery, trying to maximize the value of what you
own. We started out at a $3-1/2 million hole the day of — the day of the
bankruptcy and it got to over $5,000,000.00 by the time all the dust was
settled. And we recovered that to the point except for now in the late last year
and early into this year we're slipping backwards on our equity. But the fact of
the matter is, we’'ve recovered the value of that at at lea k value basis.
And we have been paying our own bills. We're not dr g away from the
general fund in order to operate.

But all that’s letting us do is maintain. And rd, whether it's
the producer or us, maintenance in a highly c s, you know -
theirs is the cows. You know, ours is the-r
equipment that it takes to get the produc 's only
so much bubble gum and bailing wire y lly was -
it wasn’'t so much that we had a plan to take se that's
not our role. What we were stating was that it’s time for new reinvestment
The time for reinvestment

And under the state as the @ we needed to step up
to the plate and make that commit something about
selling or otherwise liquidating the b 3 he value as Chad
talked about, to maximi r at was really the

challenge, to bring i er that starts a brand new
day for where are know, maybe it was the right thing
to do; maybe it Wz i ut one thing’s for sure, we're in

pt to see if - What the — under the

C interested in agriculture, but we've really not had a
voice, a common ¥ . And without a common voice in both elected offices,
but, you know, in administration, but in the legislature as well. If you can’t get
a common voice, you're off the shoulder of the road. And we practice that with
federal money and we see where that's gotten us, you know, because we can’t
coalesce an opinion on that. We can’t afford to have that same kind of fractured
voice go forward if we're going to try to track right here at home the support the
industry needs.

So I'm not - | don’t know what to tell you about privatization other than
what | can tell you is this. That absent some other decision about the forward
progress of this industry, we're all vulnerable. Maybe the producer is the one
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that's the first casualty. But it's not going to be limited. And it's a difficult thing
for me to do because while | don’t disagree that the niche model works. You
read about it, all about the niche markets in all the ag magazines that you
want to buy. The niche market’s the new thing, whether you’re in Vermont, or
you’re in California, to try to do niches.

We’'re in a niche market already. That's one of our problems. And that
Mr. Wight, you had commented about, you know, discretionary income. Our
pool of discretionary spenders is a percentage of our population, just like it is
everywhere else. And the population’s small, so that pool i

vertically integrated with his family, basically his pri
make a living. But I'll tell you that he'd probably si

labor source, can
d subscribe today

necessary for commercial agriculture to e in thestate. It's a n't
we’re going to reverse it, we've got to know w i ’ oviding
back to the marketplace collectively to have it
ing out of this one when
Mr. Nix is done with his presentat i re we've been. That's

going to go.
And I've got - I've b
of various things tha 0 this group about the

ok to to decide if we can imitate what

hingg'that | can leave with the committee. | did it on
e available for, you know, our looking at things over
2k before the next meeting, not because I've got a plan
ces to help us decide if we're going to have a plan,
what (indiscernib 50 from there, I'll do my best to answer whatever question
you might have inarticular about Mat Maid.

Rhonda Boyles: Well, we shouldn’t be asleep yet, Joe. We just got back
from lunch. Questions? David.

David Wight: Just thinking about the privatization openly here, if |
looked at Mat Maid right now, you don’t carry any debt, so you don’t have debt
as part of your operating cost, is that correct?

Joe Van Treeck: That's correct.

David Wight: Because I'm struggling with how without some kind of
significant change you could take your business and privatize it because
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somebody would have to buy it. Therefore, it would have debt and you're barely
keeping your head above water. So if you add a debt load on top of what you
got, | don't know how to make money at it.

Joe Van Treeck: Well, there’s a significant changes both ways. One of
them is you cut more costs than we’ve already cut. The other one is you raise
revenue through either selling more of what you're already doing, or
diversifying into things other than what you’re currently capable of doing.
Which is also going to require capital.

David Wight: Yeah.

Joe Van Treeck: We kind of looked at our busin
were going to borrow $5,000,000.00, just 100 percen
this four was five. | went to Candy and | wentin b
was mesmerized with me that day and | could wal
deal at — if | had to give her an 8 percent rate
borrowed it, you know, no money done, jus e figured

ay and if you
ent to Candy and
eyelashes and she

we’d have to have almost $11,000,000.00 r the
cost of that and make a reasonable rate which is,
you know.....

David Wight: Fifty-five, 60 percent incre in sales with your current
margin.

Joe Van Treeck: Just as it
David Wight: And on top of t
have to do a bunch of things federal if yousvere to - like | heard
some of the producers

Joe Van Pree eah, the business proposition
isn’t all that great if er model that takes it to some
place it's nolghee at Mat Maid over time, | mean, we've

cream and various thing. | mean, we -
it was one of the first products it made

he skim and sold and eggs and cream to the

of how the dairy industries worked.

e we rolleéd in at the bankruptcy, to try to hold onto what was
ingg'that 20 years of time from 1964 until 1983, they'd
exhausted that eq ent. It was gone. It was really in need of repair and it
was actually it needed to become more technologically efficient for output
purposes. The technology behind that equipment that they had to freeze ice
cream was 1930’s model at that time. So we turned the business model around
to what we could afford to do.

Remember now, while the ARLF made a number of protection of
collateral loans or investments — they’'re not loans. | mean, they’re booked as an
investment into the business. We weren’t getting tons of money just, you know,
so we could have coffee breaks at 10:00 and 2:00. We got the bare minimum
things. We had to have a roof repair, we had to have some plumbing things
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done. The bottling the equipment wasn’t running right, so we got some new
bottling, some fillers. So most of the stuff that we've done since the bankruptcy
has been what we could make work with what we already had. So what we
could get our arms around. We had cottage cheese vats, so we went back into
the cottage cheese business for years during - | think probably for maybe at
least five years, Darigold actually produced the cottage cheese Mat Maid sold
up here because they quit making it up here. And sour cream. They packaged
it in our name and we pulled it up here and we distributed it.

So we took that back and we made it, you know, small improvements to
do that. We took the ice cream room and expanded it to yogurt
production, which they hadn’'t done before. So we trie make what we
already had do more duty than what it was doing. w, which - you
know, ultimately in the end was the advent of the i

cost
you made
famlllar that anybody

provider. There is no — there isn’t a free lunc
the comment this morning in your market — I’

value in some of these other thing i value is different, you
could take it in and (indiscernible) i . They still have a
benchmark to compare against beca ] I utside they compare

$11,000,000:00,in incre : febt service $5,000,000.00.
i . And today - using 2005 as the

build a ook at the local only market, that's going to be

: So you either have to get a huge difference in price,
to figure that model out, what it takes yet, right? You
pion on volume (indiscernible).
- On volume, that’s right.
” You know that's one of the things we better kind of think
about is (indiscernible).

Joe Van Treeck: You know from our perspective was when we took
over, the plan was to do what we were doing and do more of it. It wasn’t to
shrink to some new model. It was to expand. The whole - this whole business
here was about expansion. The mindset was expansion. We were going
someplace else.

We were going to have — you guys were here. A lot of you were here longer
than me. How many people were we going to have in Alaska during 1980 when
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people said, well, how many people are we going to have with big oil up here
and pipelines? | think Anchorage was due to have two to 3,000,000 people.
The Point MacKenzie project — help me, Candy - the Point MacKenzie
project was going to produce 5,000,000 pounds of milk a month alone. | wish
Carol Lewis was here, because she could - you know, she could tie that up a
little bit. But the fact of the matter is when you look at the tracts of land out
there and the farms that could have gone on there at the maximum that they
were kind of doing their model after, you know, we’ve yet to have 5,000,000
pounds of milk produced. But I'll surely tell you we've nevex sold 5,000,000
pounds of milk. So it was — so you've got try to overlay e were trying to
do based on the facts as we see them today. And | meaftit’'s obvious that if
you’re going to build a new plant, if a new plantis r, the cards, | think
to something
that's — can handle a half dozen small produce that’s perceived

make investment that direction becaus
will we ever have the ability to sell it. You kn
between.

We’re in between now. We’ i i ween (indiscernible), we
should be bigger; could go smalle od,as guessing as the
crystal ball works and the econom i
know, 1986, 1987 again. You know, : e business you should
be in selling blue tarps because that’

rket milk
y no in

s p pickup trucks to go out of town.
So | think th \vestment to do something larger

probably 8 to $10,00€

that handle i
' , 10 say, you know, we think there can be

more C and there’s a place for a commodity as well as

g praducts that the market wants today and
tomorrow, s that we made yesterday. Which is really what we
do, we make s that people wanted yesterday. We're not making the
products people f@morrow at our plant.

And that’s e the obsolescence that | think Craig talks about, that's
where it really hits¥You know, we're not sitting in there not knowing if we can
start up in the morning. That's really not our problem. We've got — we've been
able to upgrade over the years and do things. And most of that, just like in
their operation, (indiscernible) except in places where we've had to — where it
didn’t make sense to buy used.

But the building, the location, the fiscal plan itself is really where the
obsolescence starts to show. You know, 40 years has taken their toll on the
building itself. Mr. Neuman.

Mark Neuman: Yeah, Joe, the rest of the group, sorry, I'm late here.
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Just a question on a few things that came up so | get caught up in my own
mind of where we're at here. Because | know in the conversations that we've
had earlier, and according to information that you've provided us earlier, is Mat
Maid - a lot of folks buy Mat Maid because of the assumption that it's Alaskan.
There’s a certain brand name or a liking to the name.

And then you - something that just struck me recently is the fact that
you said that we're trying to sell products — we’re not in today’s market; you're
in yesterday’s market. And I've seen the market grow in the Valley just in some
more of the natural foods and farmer’s type markets, go from one to
$3,000,000.00 in the last couple years. And now we see in Anchorage
with the farmer’s market type of industry.

And | think those small niche industries are
Alaska. | think it's probably nationwide to get int
But you said in your - you stated earlier too t
would take to — or maybe you did - to try a
market. Is there a reason why you haven’

rowth market in
al, more organlc.

organic. And organic is a challenge for us he
organic. More — as more science comes out so
about this morning, to coin the p

things that want to do
the other things we talked

attribute farm practices and (indi to,the consumer. The
Omega 3 business or other things alo i more recent and so
actually no, we haven't. | don'’t belie N has either

We have stayed — : | ty driven because that's

where the volume is ¢ i , '‘tido the volume, you can’t
afford to be in it. ~ And so we don’t do acidophilus milk,
and we don’t ma ‘ i

with the shrinkage that comes back from that. So
really haven’'t gone to things where there’s low
S us too much money.

Mark Netiman: g8ut there is a direct proportion between volume and
price, you know, volume, higher price can demand that. But you haven't
done a study or yotf haven’t looked into that aspect is what you're saying? It's
not so much as organic, but more natural or hormone-free type of product.

Joe Van Treeck: No, we — well, no, that's involving — the hormones are
another evolving thing. You know, the federal government is death against
talking trying to make comparisons against non-BST or non-hormone added
milk and regular milk. In their opinion, there is no difference. But with the
advent of the organic push, what we’ve seen now in the last, I'd say, mostly less
than a year, but not much more than a year, we've seen how there’s a bigger
push against the non-hormone too. That's a fairly recent development. And
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while we’ve had discussions with local producers up here about the use of that,
because there’'s no way to test, we've kind of been absent to advertise
something that we couldn’t back up. We've never asked for certifications.

Mark Neuman: So you’ve had recent discussions with the industry, the
dairy industry in the State of Alaska or local producers as per what you could
do, you know, if they could have a certain type of milk that you could market?

Joe Van Treeck: No, we haven’t. No. No. This - you know, previous -
this BST thing, that was about — | don’t know - 12 years old, 12 years old. And
so back in the vintage when that came out because consumers were
demanding that that not be in the milk, we communica producers that
we couldn’t sell milk if that’'s what they were going to and we needed to
know. And they’ve all — basically, (indiscernible) we not really going to

Mark Neuman: | guess, just one mor
looking at the changing face of agricultur
support information from Tony Nakaza
these challenges that the ag industry has in re than 14 farmer’s
markets statewide are flourishing. Farm gate r ts, you know, greenhouses,
it seems to be a really changing i tual information that's
provided to this group. So I'd mayk ) ok jnto that.

Paul Huppert: Well, you know et, people at the
Safeway stores and those — and I've k e marketed - it figures
about three percent of their market X'l realize you've got these
. But it's a very small
percentage of whatf@ e consumer. You know, the biggest
percentage goes#tt i ies i
non-organic.

growing carrot )

| asked yo 8 morning, Joe, if maybe you could talk a tiny bit about
supply. And | know'that it's a public meeting and | know that we all have to, as
Mark Hamilton would say, gird your loins and be brave, and don’t get defensive
and emotional. But we need to have a candid look on your supply. We know
you’'re bringing in milk from Outside. But can you forecast a bit, like 12 to 18,
24 months, what do you see from local milk and where is the supply going to
come from, is it going to increase or decrease?

Joe Van Treeck: Well, after our discussion this morning, | think that’'s
kind of been answered unless there’s some kind of an accelerated methodology
to pay for milk above, you know, whatever the commercial value is it can be
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sold for from other sources, whether it would be — probably not loans because
it's not the loan issue, it's just general revenue.

Historically, the reason for Point MacKenzie to begin with was because
the Matanuska Cooperative Association was concerned because they were
losing their milk supply in the Valley because of oil production and cheaper
land that was available in the Valley. | mean, if you boil it right down, by the
time | rolled in here in 1984 | think there was only about - of the Colony farms,
| don’t think there was a dozen left that were in operation. So, you know, it was
problematic then. And probably since the early ‘70s the cozop had found itself
in the same situation.

The military moved away from recombined mil
wanted fresh milk. And when that happened, they

der contract. They
-op didn’'t have

the Northwest
in a similar fashion to what we’re doing today. i and trying to
balance milk in this marketplace has been
During the days where they could do reco
just buy truckloads of powder and stor
reconstitute it when you need it.

peak month for our production m
notwithstanding what was going o ction. By 1989, we
were importing milk again. And Cang S ittle bit about that because
that's in the era where Point MacKenzie

So we've had'a , i ction. We do source from the
e different places we can go for

percent, 38 pcal; the other 60 to 62 percent is all
that’s le : i been as low as -- in that 20 year period
now ; O,percent. So we're in a cycle that we've been

truck driver was Nng he was going to be able to drop one of those tanks.
And that tank - th@Se tanks hold — about 20,000 pounds a day.

Wes Eckert: 20,000 pounds a day.

David Wight: Isn’t that about a half a million pounds a month?

Joe Van Treeck: Yeah, it would be a little more than that. Yeah.

Rhonda Boyles: How many producers are you buying from?

Joe Van Treeck: Well, count - if we count Craig’s son as an
independent producer on the same farm, it's six, | think. Five actual localities
with two producers on one farm. And Northern Lights Dairy sources milk from
us. Basically, we source milk for our needs in a deficit situation. We've got milk
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moving anyway. He’s in a deficit situation because he’s lost producers in his
marketplace as well. And so it's caused him to have to come to us to source
milk. He’s asked us to sell him only local milk. We've obliged him to do that.
And so we discriminate against ourself with that.

Wes Eckert: You receive milk six, seven days a week then at 20,000
pounds a day?

Joe Van Treeck: We receive milk from local producers every other day
basis.

Wes Eckert: Every other day?

Joe Van Treeck: Every other day.

Wes Eckert: 20,000 pounds every other day?

Joe Van Treeck: 40,000 pounds every othe

Wes Eckert: Oh, okay.

Joe Van Treeck: 20,000 pounds a day
seven days a week. We don’t receive it seve

Wes Eckert: How many days a we

Joe Van Treeck: We process flui ess it
four days a week, but really process some ou s. But wedo a lot of
water bottling on one of those days. So it's a da t we're doing the water,
which is mostly in gallons, we're @ei chocolate milk, culture
stuff.

Wes Eckert: But gallons of flu
Joe Van Treeck: Gallons of f
Wes Eckert: Fo

farmers have bee opping out. So we need to bring more blood in. We need to
bring more new blgod in and that seems to be difficult to do. Obviously, it takes
a huge investment to do that. Craig Trytten’s son is trying to get into it. But
there’s been a reduction of the price that he’s getting as a new independent
farmer compared to what the traditional pricing range was. And they just claim
they’re not going to be able to make it now because of their costs of fuel and
taxes and everything are going up, which is understandable. What in your
mind do you think we can do to try and increase that? What can we do to help
our farmers out? What can we do to bring more farmers in here? What can we
do to make the market, the climate better in your opinion?
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Joe Van Treeck: You know, I wish | knew the answer to that. Because if
we did, we probably wouldn’t have to be in here talking about it. The fact of the
matter is, the economics here are tough on both ends of the spectrum. | mean,
the economics are tough. They’re tough on the processor, they're tough for the
producer. And if it's cost of hundred weight for milk that's — and that's why |
was talking about these other documents | brought. You know, what the other
states, they've done similar to what happened that the legislature did by
appropriating the $500,000,000.00 for support pricing for producers.

And there’s - there are things that are being done other places where
state governments are saying, you know, this is a vital i in our state.
We value this industry, the kind of jobs it produces a he emotional ties to
the land and the rest of that. They've picked up wh rivate sector isn’t
— | really don't
like Craig
says, | am a suit. Came from the city, been | i i i city, work in

Joe Van Treeck: Yeah, a puts of that too from this
—yeah, | do.
Rhonda Boyles: We'll get to Ray, if — any more

y touch base with you on some of the
with regard to some statistics

ausage.

eard a lot of talk about debt load today and
the assets of the ARLF. And | came on board

ed - if you look at this consolidated asset inventory
our package, that sheet was full top to bottom when |
came on board w e Division of Agriculture. There was nine other
properties that arefhot listed here that we’ve sold since | came on board at
Point Mac alone. And that was to the tune of just a little over $5,000.000.00.
And so when | came on board, the focus of my task was to eliminate or
dispose of these properties and get them back into private hands. What had
happened as a result of the mental health lawsuit, we were prohibited from
selling lands at Point MacKenzie. And therefore, what happened to that project
was the fields grew up and the buildings got dilapidated and there was a lot of
vandalism and stuff at Point Mac. And so what you see here today, the picture
that you see on this asset report today is far different than it was just as much
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as five years ago.

One of the things that | — the reason | bring that to light is because we
talked about debt load. When we sold those properties back in 2000 and 2001,
the appraised values were $450.00 an acre. That's what we were getting for the
property. Today those parcels, with or without improvements, are still selling
between 1,500 and $2,000.00 an acre. And so the debt load has increased on
the farmer just to purchase the land. And I think that’s significant to point out
here. $450.00 an acre versus the size $2,000.00 an acre today so that’'s the
only reason | bring that to light.

I’'m not going to go through everything that the divi
owns. What | would tell you today is we have exclusiv
about $3,000,000.00 in inventory and that does in

r the ARLF
Mat Maid, we have
. McKinley Meat

inventory report is there’s a couple categories. that is free to
go right now to get rid of some property dow, ricultural in
nature, has very little value and it's mostl hat hasn't

been our highest priority at the Divisio

with you.

We have some assets such as Mt. McKin eat and how it's operated.
We’'re going to talk a little bit abo . feed mill located in
downtown Palmer that is utilized : its blow mold facility.

out one. We have
one in Delta. It's former Mertz (ph) re — know a little bit
about the history. It's c has — as Candy indicated
has a purchase optig ) j enewed in 2002 or 2003. So
we do have that og nd it's got a pretty high value on it, but it's a leased
operation. | do pose numbers are provided at the

committee.

from Umng e Aleutian Chain all the way to Interior Alaska.
And th managing those assets. And it's a big task.
It's 2%

ARLF to

questions on t
that's in your pa And | might go — I’'m going to talk a little bit about the -
I'll just start with ghie chart; I'll just go with the chart. The first chart in my
packet — | hope this is the same as yours - is the Mt. McKinley Meat and
Sausage slaughter statistics. It's by fiscal year and type. And what | can let you
know is you may have got part of this chart last week. This has got the new
numbers, including fiscal year '07 as of September 30t of this year. What you
can see from the first chart is that the slaughter numbers for dairy cows — and
this is the only reason | bring this to your attention is because the number for
slaughter statistics for dairy cows and beef cattle is not much difference. |
mean, you know, it's a significant amount of beef cattle also going through
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here.

And | think that's important. And when - and | don’t have his report
available with me up, but the numbers provided by the director about the beef
reports also show an increase — show an increase in the cattle. And | think
that's important to note here too. The dairy culls in 2006 has increased since
2005. It is on the upswing. And | just think that's remarkable to note and to
point that out, to bring that to your attention.

And so as far as slaughter goes, you can see overall the numbers went
down in 2006. But | think that's — has a big — the biggest f ctor in that is the
amount of swine that is brought into the state because a lot of
Canadian swine that was brought in the state in previ@gus years that the
number is not as high - it was not as high in 2006

Mark Neuman: Ray, in your opinion, there en at least a few
years, the last few years, a lot of talk about clg Meat and
Sausage. | feel — and maybe | want to get yo
looking at a decrease in slaughter statisti
floor, it seems like the state has been s
for several years, quite a few years now. Do

it's had afiuge impact
n, it's had to have a
negative impact. How do you rela late to the numbers that

we’re seeing here?

Mark Neu it's going to be very difficult for us to
grow ag in the i
Because I ve had tha i i s that say they can’t get to use the

kill floor up t's pretty much full. So this is about
the only,

; that based on the numbers that are
ava easing despite that. I'm not saying that it
doesn pecause it most likely does have an impact. But
| can say O people are finding alternatives to other than Mt
McKinley Me d Sausage. Mt. McKinley Meat and Sausage numbers can go

it's at leaps and b ds, but it is moving in a positive direction.

Mark Neu : That's a good thing.

David Wight: So I guess | didn't know that or didn’t listen carefully
enough earlier. What percentage of the slaughtering, kill floor, or whatever you
want to call it, does Mt. McKinley do versus what’s in the state?

Ray Nix: And | don’'t have that number available.

David Wight: Do you have any feel for is it half, a third, two-thirds

Ray Nix: | would ask Frank if Frank has any information on that with —
he’s the one that runs the Mt. McKinley Meat and Sausage plant. He might
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have an idea on that.

Unidentified Speaker: What was the question?

David Wight: What percentage of the market for slaughter product in
the state does Mt. McKinley represent?

Unidentified Speaker: Compared to the little plant in Delta and the
respective Kill floor in Fairbanks?

David Wight: | don't know what else is here. I'm.....

Unidentified Speaker: There’s a kill floor in North Pole that’s inspected.
No processor (indiscernible). There’'s a small plant in DeltaJunction that has
USDA inspection on the Kill floors and on the processin Not knowing the
exact numbers, Delta does about six a week. And | dog't know exactly how
many they do in Fairbanks. | just know what meat 4 rs tell me that the
week. So - but |

David Wight: ..... facility in the s
Unidentified Speaker: Yes. This is th
state. We do animals for Homer.
David Wight: That's what
Unidentified Speaker: Fro
Paul Huppert: You know, | gs that you miss in
this, is not mentioned, is 75 percent h here goes to
out that inspected
slaughter facility. Ag g ly the slaughterhouse, it's

tndiscernibfe) in the

Mark Neufma 5
add on to that questianii i y’of Mt. McKinley Meat and Sausage
is that publiegbecause T fighterhouses do a lot of private or
their owafprodt ' : ing about a slaughterhouse that’s available

to the do upwards of - | don’t know, 75 percent of
all e goes through there. Does that number
sound 75, 80 percent of what the public has available
goes thro

think that the ould be significantly less. | don’t have the number
available to me. can get for you is the amount of animals that were in
Alaska in 2006 ang'we can compare that to the amount that went through Mt.
McKinley Meat and Sausage and arrive at that percentage. I'd rather give you
that than to make a guess. | would rather not.....

Mark Neuman: Could you break it down into what is available for the
public? | mean, a lot of those — Delta processing plants in North Pole and
Fairbanks, don’t they do a lot of their own private meat?

Ray Nix: They do. But these are two processing facilities, slaughter
facilities available in the Interior, one in Fairbanks and one in Delta. Any other
questions about the slaughter stats? I'm moving on. And the next chart is just

Dairy Industry — Ad Hoc Committee October 16, 2006
Meeting Minutes Page 90 of 122



— it's the same thing. It's all the animals that Mt. McKinley Meat and Sausage
and slaughter. But what's important is to note that direct contribution back to
the dairy industry.

So what we’ve done is we’'ve separated out the dairy culls that were
purchased and we are now tracking that so that we can get a better handle on
the significant impact that dairy cull does have back to the industry. And as
you can see in FY '05, the purchased dairy cows were 202 animals purchased.
In 20086, it's jumped 272. One of the things | want to make sure you
understand though that in any given year there could be significant reasons for
jumps or declines. And one of those is that a dairy went business. In
2005, we did have a dairy out on Tract 17 go down. A believe it was 2002
another one. And so those do have an impact on th ers that are able to

date or is that....

Ray Nix: That is, correct. Year to
the numbers.

Wes Eckert: So that just.....

Ray Nix: Fiscal year, yes. Flscal year to Three months. And just
what | — | just want to bring some ion. You'll see a category
called other because Mt. McKinle laughter a lot of

reindeer, it could include yak, it cou » ats, just all those other
animals. But when you add all those i i ifi

Dit. There was some talk about
pulled the numbers. When I'm -

did want to touch ba
mventory I3

mventory 3
of that year,
change that m
make the other da

It may change significantly throughout the year, but they run an
inventory based on their needs out to a certain date. And so therefore the
inventory over the course of a year really doesn’t change. And as of July 2006,
once again it went from 142,114 to 144 so it was a couple thousand dollars. So
that as far as that affecting the value of Mt. McKinley Meat and Sausage in the
last two years, the value of the inventory has only increased $2,000.00 so — of
meat product in the period. So | thought that was important that the
committee know.

Mark Neuman: What's the correlation? What am | supposed to read out

Meat and Sausage of about 143,875. And at the end
14. So that fiscal year, it really didn't change. It didn’'t
neéan, that's what - that was the point that | was trying to
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of those numbers? What am | supposed to get out of that?

Ray Nix: There was some inference that maybe Mt. McKinley Meat and
Sausage might need to take into account the inventory of meat product to
determine what its value was on a regular basis. We use a cash basis
accounting method instead of an accrual basis, so that information is not
included in the value of Mt. McKinley Meat and Sausage when it was
presented. And so the purpose of giving you those numbers is to let you know
that even if it was done the other way, right now at a point in time for those
two fiscal years, the change is only $2,000.00 from the meat product inventory.
So it wouldn’t have been that significant. And so that’'s son that that
information is being brought to you.

A couple of other information pieces that wer ted that I've

provided. If you look at the last couple pages of y ket, you'll see
some financial statements. There’s two, two s . | year ended
June 30%, 2005 and also for fiscal year 200 i at | wanted

Meat and
ey're ther

only reconciled numbers that we have f
since we took over operations. They're hard
is the reality. This is the picture right here.

And in FY '05 we lost $14
Mt. McKinley Meat and Sausage. A
needs to know when they’re going t
wanted to make sure they had those

David Wight: 1 thi

~ Now, this

we lost $195,000.00 at
that this committee

d about it, a large part of
t goes at less than
commercial replacén 2, 1 to buy that same beef for corrections

information. In fact, | don't believe
we have - and there’'s some columns

Unfortunatelyffboxed meat — boxed meat comes in and sometimes there’s
value added to that” In other words, we could get in a case of a baron of beef
and convert that, process, add some value to that, convert it to stew meat, and
sell it. We do not track that process so therefore | can’t tell you how many
pounds of boxed meat had value added and what it was sold for and what it
was converted to. The inventory tracking of that would just be horrendous to
try to keep up with. But what I can tell you that in 2005, the boxed meat
institutional sales, the boxed meat institutional sales were $565,000.00. That's
pass-through.

That means that that box of meat came into Mt. McKinley Meat and
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Sausage, went to a state institution and they didn’t have to open the box
(indiscernible).

Wes Eckert: And that came from the Lower 48?

Ray Nix: That — what | can say is originally, yes, it came from the Lower
48. What we do — and Frank, please correct me if I'm wrong — we order from
local vendors, wholesalers to keep them in the loop, to keep them involved in
that process. The other thing that | want to say — that | want to address is we
do not undersell or reduce our price for DOC. Frank - all the meat that'’s sold
at Mt. McKinley Meat and Sausage is based on a competitiye basis. | mean -
and he can tell you a little bit more about his pricing an arkups. But it’s
not given cheaper just because it’'s to corrections. It's to undercut someone
else. Frank’s there to try to keep the plant open for stry and so he’s not
there just trying to give corrections a deal. And so e pricing goes,

know he did do some research with some ot ers on costs
David Wight: Where did | come a
Ray Nix: | don't know. | gathere i ne of the

reasons | provided this information.

Ray Nix: You can't get it fro : here was a request to
do some research on the contract wi 't know if Frank got

that was sent out
Department of GG rvices last night out of Juneau.
So | haven'’t got anyt e documents to compare with Mt.
McKinley’'s _pai

ng at this price list and looking at the one for the
contrg arging considerably more money than this
congfacte for the state. These are based on one unit,
so you | i d break it all out and these are priced per pound.
But these & its.

Mac dn’t, Frank, you say that the way that contract’'s

Frank Huffman: It may not be cheaper.

Mac Carter: It may not be cheaper, yeah.

Frank Huffman: It may not be cheaper.

Wes Eckert: Ray, to answer this question on this 2006 revenue and
expense sheet, you show $501,000.00 in processed institutional sales. Would
that be Department of Corrections?

Ray Nix: Not necessarily, but it would include Department of
Corrections.
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Wes Eckert: And then you have 542,000 in boxed. And that's a pass-
through thing?

Ray Nix: That is correct.

Wes Eckert: Then you have 198,000 of processed private sector. Again,
that would be butchered meat within the plant that you would sell?

Ray Nix: That's correct.

Wes Eckert: And then you have boxed, private. Again, that would be a
pass-through kind of a thing.

Ray Nix: That's correct.

Wes Eckert: Okay. So Department of Correction
501,000 of meat that you slaughtered and Departme
is included in that number.

Ray Nix: That is correct. What we have, to tion - Frank
might be able to give you a closer number - a that we have
Alaska Youth Academy and some other Vete irs. some other
organizations that actually purchase.

Wes Eckert: But Department of

be in this
f Corrections you say

Ray Nix: Seventy-three pé
Wes Eckert: Okay. Thank

Ray Nix: And so the only othg i at is remarkable
about these financial statements tha g poin¥out was the animal
purchases, the amount g 38 pent for direct animal
purchases from the g s. And thogse numbers are totaled — you know, for

And | think that
Unidentified Spea hat's what you paid for a whole variety of all
the animal

: g'have to defer to Frank. | don’t know what we pay.

Frank Huf . It probably averages over the year is about 45. Right
now it's about 45.

Mark Neuman: And you get 50 percent out of those cows, so you're
paying 90 cents to $1.00 - or corrections is actually paying 90 cents
(indiscernible) prisoners. They're getting their meat, the hamburger for less
than $1.00 a pound.

Frank Huffman: | don't believe that's true. We're paying carcass weight
— you figure on average cow, we’re paying 45 cents on a live animal. It's costing
us $1.04 for a carcass to hang (indiscernible). That's on a dairy — on a cull cow.
Then we have to take the bones out of it and we take the loss there when the
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bones go. And like grinding it into ground beef, for instance. So we’re getting
about 36 percent of that live animal, from that live animal. Thirty-six percent is
actually the ground beef (indiscernible). So we're selling ground beef like to
corrections $1.90 a pound.

Mark Neuman: And that's — you’re not — are you — how much profit do
you make at $1.907?

Frank Huffman: We figure we're putting about 30 percent on it.

David Wight: And the box hamburger would be the same price?

Frank Huffman: About the same price. Hamburger patties are like 5
cents a pound more.

David Wight: What's an average cow weigh?

Frank Huffman: Probably 1,200 pounds. W

ew in that are really

1,200 pounds.

David Wight: $600.00 a cow?

Frank Huffman: About 500. Abou
cattle. But you don’t understand - you
buying the cow, the cattle we’re paying on liv i looking at
(indiscernible) animal. Some of the cows will co s yield will
only be like 40 percent. Some of t ; the yield will be 53
percent. Well, a cow that yields 5 oing to have
theoretically more meat coming off t s ow (indiscernible) 43
percent. Therefore, the cow that's up ing i e high - in the 50’s
commands more dollar S , the 40’s. So that cow -
they receive more the cow may weigh the
same, it may - bo and weigh 1,200 pounds. Okay. But
the carcass ma
another. They’re goi v dollarsfor that cow than they are for the
other cow.

here’s roughly a 10 or 20 percent swing on yield.
ere could be.
yield.

percent swing. That's a big difference.

Unidentified Speaker: It depends what they had for breakfast.

Frank Huffman: See, some - at one time we had producers that thought
they were making money. The cows would come into us — and | call them being
tanked up. Okay, because we’'re paying on live weight. Well, it didn’t take me
very long to look at this when | look at the carcasses and | see the carcass is
yielding 38 percent and I’'m saying wait a minute, what’s going on here. So
what | did with one producer that continuously did this, | actually held the
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cows for 24 hours in a single pen, six cows. Okay. We exited the cows and then
| weighed the manure that was in the pen. There was 700 pounds manure left
in it in 24 hours. So now | go back and | start looking at the yields on these
carcasses. | mean, it was costing us - if we were paying 40 cents a pound or 45
cents a pound, we were paying, you know, $1.20, $1.25 for that carcass.

Ray Nix: Any other questions?

Ernie Hall: Before you quit, how do you determine the price you pay per
pound?

Frank Huffman: Okay, I'm looking at the (indiscerni
adding (indiscernible) to it. Well, right now it's 5 cents a

Ernie Hall: Yeah, yeah.

Frank Huffman: A few years ago, we were |
10 cents shipping. And then we went back and re
determined that 5 cents is where the direction
—if a cow is 50 cents say in St. Paul then I’ ayi like item, a
cow like item, like yield.

Unidentified Speaker: But at thi

Mac Carter: Frank, is there a dollar fi

Frank Huffman: There’s — with the pric their price Ilst

Mac Carter: Okay. But | me bid a overall cost for a
year, three years?

Frank Huffman: It's a year, wable — a renewable
one year contract.

Mac Carter: So i

le). And then we're

we were paying like

product and then A as a processed institutional meat sale. That's the
reason.

David Wight: So you - | need to take the 542 and 198 and put them
together? Yeah, the 542 is boxed meat sales and 198 is processed private
sector sales. But | still don’t get to 759.

Ray Nix: Unfortunately, all that you can get to because you — because
there’s some apples and oranges there. You can’'t — you just can’t add to
because we don’t track that boxed meat, which was converted. Because what
you would have is processed institutional meat sales includes not only boxed
meat that has been processed. It also includes live animal purchases, which
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has been processed and sold because there’s no tracking mechanism within
the plant. Remember, when we took this over we were — it was in a short-term
basis. What the plan was to move it and sell it into the private industry. So you
would take a whole new inventory control system and tracking mechanism to
keep track of that meat from the shape that it changes from the time it hits the
plant until the time it goes out the door. So | can’t give you an exact number of
how much of that meat was boxed meat originally and how much it sold for. |
don’t have that number.

David Wight: Okay. | guess my conclusion then is, i
to tell where the value added processes are in this thin
up. We just know what the bottom line is.

Ray Nix: That's correct. That's correct. Ther

David Wight: And all we know is it — the s
operation last year.

Ray Nix: Yeah. And what | can show
abbreviated financial statement. But we
here. | didn’t want to get into the detail. spent for
electricity. We can show you where all those
provide them here.

David Wight: No, that's a

Ray Nix: | mean, there's a @ cking, but as far as
knowing how much boxed meat yo
you made off it, | can’t tell you beca ( pe. | can't do it.
David Wight: Okay.

that we're not able
se it's so mixed

dividual tracking.

Ken SherwQod: Is there anything significant that's contributing to the
loss that could be eliminated?

Ray Nix: Could you run more efficiently? | think about the only way.....

Ken Sherwood: Not necessarily run more efficiently. Are you selling
something that maybe you shouldn’t be selling, are you doing something
maybe you shouldn’t be doing?

Ray Nix: We've looked at that before and we had a list of — in our review
and recommendation report, we had a list of things. | believe we went through
that list of things and that’'s why we improved, if you will. Are there more
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things? | haven’'t gone back and done another review of the plant or had
anybody go through the plant. So the short answer is, is | don’t know that - |
don’t know the answer to your question.

Ken Sherwood: Are there any glaring inefficiencies?

Ray Nix: The only thing that | can see from my perspective looking at it
from the outside is that it costs a lot of money — and | know there’s a value in
the inmates, don’t get me wrong. You know, cheap labor is cheap labor. But
there’s a cost associated with cheap labor. One of the things that Frank did in
his report, he talked about 175 inmates over the course of gthe last couple — or
several years. Those all got to be trained. That's a cost. transport those
inmates is a cost. And those are things that unless y now where the
numbers are in here, you don’t see those numbers, n you look at the

prisoners, it's a significant cost.
Ken Sherwood: You mentioned that

( ings at the meat plant
that in the private sector is not rea on’t have. We don'’t pay

expenses out there tha ' ebody in the private
sector is going to ha i t. And it's a lot of money, a
lot of money.
Wes Ecke
labor and.....

r. You're paying them minimum wage. Okay, they're —
they don’t re€ ount of money; they receive one-third of that money.

and then one-thi he money is their gate money when they are released. |
don't know what tl/at encompasses.

Wes Eckert: So anyway you slice, if it was private, cost of labor for that
operation would increase significantly.

Frank Huffman: Absolutely. A meat cutter in Palmer, we checked on
this, the Palmer Carrs, a lead meat cutter is making 23 an hour. Okay. How
much is that — you know, our cost per week for these 10 inmates is actually
cheaper than the one meat cutter over at Carrs. So when you start looking at
taking this and maybe putting it in the private sector, how many employees is
it going to take to run the plant as it exists. Okay. On the Kkill floor, it's going to
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take at least five people. You can’t run it with one or two because you have
rules under the USDA with cross-contaminations of positions. So it’'s going to
take at least five on the kill floor. How much you going to pay those five people?
You have to have a lead man and probably another guy and then, you know,
some - so you're looking there — minimum wage there, you're looking at 40
bucks an hour for two, for two guys. Then you got three more. That's probably
going to cost you another $60.00 an hour for those three.

So then now we got to go to the process, okay. Are we going to utilize the
facility as it was designed. Are we going to make sausage, are we going to
smoke hams, et cetera, et cetera. And now you got to h usage maker,
who's probably going to be making 35, 40 bucks an h . Okay. Then you got

plant manager. You have to have shipping an
secretarial work. It just goes. (Indiscernible)

know, you start knocking them down becaus
that lived in the Valley at the time. So we hire had 35 people there and at
And | think we could

thing. | mean, we were
killing everything that was presented t \
then we got in a situation where howsj L on exteénd himself. And that’s

where Don couldn’t exte

in ajoi
inma ould be his gate money, one-third would be for
his rd would be the payment you would pay him

that he V /ithin the correctional system to buy his clothes,
to buy, yoU t to realize in corrections now everything’'s not really
NMa 2y go see the nurse, it costs them $4.00. If they get a

costs them $4.00 of their pocket. So it's really an incentive program for
these guys to do sgmething in there so they have a little bit of money.

Mark Neuman: Well, just a real quick follow-up and trying to fall back
on Mr. Sherwood’s question about is there any particular thing that we can
target. You know, labor’s always probably the most expensive thing in any
industry or business. But you're covering the cost of transport, supervision, all
that and getting a cheaper product to corrections in the price of hamburger. I'm
assuming they'd pay considerably more than $1.90 a pound.

Frank Huffman: No, actually they’re paying less.

Mark Neuman: They're paying less.
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Frank Huffman: Yeah, they're paying less.

Mark Neuman: But their - is the cost for transport and all that, that's
all coming out of this $195,000.00 loss?

Frank Huffman: Yeah. Yeah, we supply our own transport, whether it's
me or the two production managers, we transport the inmates in the morning
and in the evening. Prior to DNR - see, when corrections — we had two
correctional officers at the meat plant. And that was part of the money that we
cut out and that helped bring - you know, bring us up closer, because we were
paying for those correctional officers, but we had a lot morg inmates. Now we're

transportation officers for the inmates.
Ken Sherwood: Just a follow-up, in your o
animals there are to slaughter and process, is
why a private person would get a USDA sta
Frank Huffman: | can't think of a i te sector
would even want to attempt to in that b
Ken Sherwood: Any building.

the number of
onomic reason

David Wight: And that's i I any efforts to sell this
business over the last five years?
Frank Huffman: No.
Rhonda Boyles: Joe.
Joe Van Treeck: ) V@ e things, you — who pays

ederal prot
Frank H IS No expe

federal inspector in t

S no fee associated with inspection.

al inspection. Okay. Now, if we start going
with non- cts, which is buffalo, reindeer, yak, anything that

d Meat Act. Okay, now we have to pay for inspection
those products. When we Kill Tom Williams’ reindeer and
they come to Ala sausage, we pay that inspector $48.00 an hour to inspect
it on the kill floor. fhen we inspect — pay them again, when we break the
animals down and process the animals, we pay them again for the inspection
on that. So if you're going to go into business and you're going to do something
other than the four - you know, goats, lamb, beef and pork, if you're going into
non-amenables, then you’re paying for that inspection.

Joe Van Treeck: And from your perspective, like Mr. Eckert asked me,
are you running — | don’t know how your business works. | mean, do you run
the kill floor.....

Frank Huffman: Two days a week.

for them to insp
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Joe Van Treeck: ..... so many days a week?

Frank Huffman: Two days a week.

Joe Van Treeck: And then the process the other days or.....

Frank Huffman: Right. Two days a week.

Joe Van Treeck: So you're operating five a days a week there too?

Frank Huffman: Four days. We've gone to a four day work week. Four
10's.

Ray Nix: Any other questions?

Mark Neuman: Maybe this isn’t the right place, Rhagnda, but I'd just like
to know, has there been any analysis done on the closi
and Sausage, what that will have on other industry? at will that do to the
hay industry if Mt. McKinley - or Delta barley, who es a large portion -

Of course, this is going to adversely affect the : y claim it's

going to put them out. | see an effect on the all the 4-H
programs. You know, | mean, | look at thi to me
that Mt. McKinley Meat and Sausage h he tens
of millions of dollars in the State of Alaska. | ?

Ray Nix: | don’t know if I'd quantify in t ame number, but it has a
huge, significant impact on not —\ik y different industries

within the agriculture and some i . ean, there’s a lot
of money generated. The director ha ef summary on some
of those effects of the closure of Mt. : ausage. It is available.
| believe it's in your packet. ooked at that, although
briefly.

Paul Huppe
for the animals ¢
corrections. It's a ma
dairy cattle h

effects deal with the market outlet
b percent that's going into

, is balying from us. We employ inmates from Palmer
now, we cater to some of their needs and we’re able
inley goes away and a private person comes into it,
tract, that food service contract just like any other

of Alaska. He may or may not get that contract. If he

ract, then 75 percent of his business theoretically has gone

Correctione
to do that.
he has to bid o
company in the St
doesn’t get that cq
away.

Paul Huppert: Another thing that he had pointed out and it's not in this
equation, is the value of training an inmate. | mean, | think you have to put
that into this (indiscernible). Now they’re doing it out there at the farm,
justifying keeping the farm there, and it was in the paper, because of the value
of training goes (indiscernible).

Rhonda Boyles: On that note — go ahead, Gail.
Gail Phillips: Well, | just wanted to clarify one point with Frank. Last —
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our last meeting, did you tell us that the corrections purchasing for this
coming year does not go — did not go to you folks, but instead it went to the
brokers?

Frank Huffman: Right. It's gone to Country Foods out of Canada.

Gail Phillips: Right. So you do not have that 75 percent of.....

Frank Huffman: Well, maybe we do because it tells them in the
contract. In the contract it's stated that the Department of Corrections runs a
meat plant and runs a farm at Pt. MacKenzie. The Department of Corrections
may buy off contract from Mt. McKinley Meats and from the Pt. MacKenzie
farm for a product, like product for an equal price.

Gail Phillips: Okay. So a broker really has no
mean, if they don’'t have to honor the contract with
the price cheaper from you.

Frank Huffman: Or some of it's conveni

Gail Phillips: Boy, | wouldn'’t bid on

Unidentified Speaker: Yeah, it's a

tract with the prison. |
on if they can get

although, Stephanie, | think tha , does a pretty good job. |
think there was some areas that

informed me the staff — the superin le put together this
Paul Huppert: Csg | don’t believe some of
the things he put dg Se of the fact you can check it with our
direct — to my kng i tified seed produced from the Plant
Materials Centey. all the seed ers that were certified seed

knowledge, they did not sell to the Pt.

got that information this morning, but if the
ith the PMC, | would hope we would have
that issue up with corrections.

| | want to ask about what'’s the liability of them

hanging rn, packaging it, and giving it — I'm sure if some
indignant guy e street died of E. coli, his family might inherit a
good lawsuit.

Rhonda Ba - Paul, I - and | don’t know that we want Rachael to have
to go there.

Rachael Petro: | can’t. | can’'t answer for corrections. (Indiscernible)
DNR stuff, so.....

Rhonda Boyles: We know there’s lots of opportunities.

Paul Huppert: Well, my - | mean, we’ve got the regulations and we've
got all these things in effect by the state and | hate to see a state institution
that's self-abusing it, plus the fact, you know, | think that it's a great idea they
produce that and we’re going to build a 2,200 bed prison someplace in this
area and | think we ought to use all those well-qualified inmates to build that
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institution and use the legislature to cut that out of the budget.

Rhonda Boyles: Ray, thank you for your report. Okay. | think that |
want to remind you about the scope of work. We gave you this in your packets
before started this — down this road. And | just want to review it. The objective
of what we’re going to try and do is we're kind of at a transition place right
now. Draft a factual, informative, representative transition report on Alaska
dairy industry for the next administration. Key words, factual, informative, and
representative to the transition team.

Purpose, our purpose will be evaluate as objectively
volatile and difficult situation facing Alaska’s dairy indu
creamery and dairy support industry, which is hay, g
is where you were going. The product, the committ

possible the
;ancluding farmers,

and slaughter, which

aluate the facts and

financial needs to accomplish these recom . rse, our
decisions are made in the best interests o tate of
Alaska citizens.

So in saying that, | would like to have it of a

on what we could do or
in the position of

how are we going to come to so
should do with the dairy industry
one of you on the committee, | thinkyl W
proceed. | can maybe help walk you f somewhat. But it is your

answered between N@W'e f the next meeting, which is
Tuesday, a week f§ ) p
solutions.

know that whelming, to say the least — also may
need to b need additional information. But I'd like to have
you t . Talk to one another and see if we can, the
las ere, 30 or 40 minutes, kind of go down the

1, the next meeting is next Monday.
it Monday? Sorry, Wes. Too many things going on.

Unidentifi€ peaker: It's - | know two weeks from now (indiscernible).

Rhonda Boyles: So | think the process that we use, the process that
you all want to use, the questions that you might want to ask this afternoon so
that the staff can be gathering additional information if you need it. We need to
come back and give the staff some direction if that’s - if you have questions
that are burning. So think about that over 10 minutes and come back and we’ll
talk about it.

(Off record)

Rhonda Boyles: Lora says ready, just hit the button and it’'s on tape.
Okay. Cool. Thank you. Okay, | just told Ernie and Mac who said they’re ready
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to talk. Tell me what to do because that's what I'm supposed to do, just
facilitate. And in the absence of your suggestions, I’'m going to make up my
own and then we will be in trouble. Okay. So this is as far as | got and | did
this in the ladies’ room. In the ladies’ room you get things accomplished.

Unidentified Speaker: We checked with Candy on that.

Rhonda Boyles: Obviously, there’'s a whole dairy industry we’ve got to
look at and we’ve got four quadrants, producers, hay/grains, creamery, the
production side and finally when the little old cow gets over there to Mt.
McKinley. So where do we go from here? How do you want to approach this?
Ernie.

Ernie Hall: Well, what | need to know prior to
formulate a plan is what the cost by that — what a

ly being able to
dollars is it going to

take for the producers to continue to operate. No pear to me that,
you know, we basically heard that they need ag

hundred weight. So with the rate of milk bo alf, what is
that number? Will that indeed be able to ke,them

continue to discuss that — okay, so you got $2
Unidentified Speaker: Yeah, we're talki
three or four bucks.
Mac Carter: 3.47, | guess.
Ernie Hall: Okay. Well, but 47 . hat’s what we need

otrre talking3.47.
$25.00 so from 21 up to this,

Mt. McKinley at $200,000.00 deficit tRa g at there to be able to
's operating. | would also be

Ip costs of being able to go to that

any idea of getting some idea about

d with Linda during the break, | probably spent
ut different industries with my term on the
omic development of ideas that people come in
this many customers and | can make it work. And

I market in Alaska. We've had some industries here

d done it well. But basically, their market's been the Lower
48. Alaska Berry cts would be a very good example, but his — the majority
of his sales is outside of the state.

So | would need to have those ideas — and it would appear the hay and
grain is doing okay, but we've told if some of this comes out of the CRP then
there’s probably going to be an impact on hay and grains. And they’re going to
have to have some kind of an offset. But currently with what they’re getting
with subsidies and what they’re selling to the producers, it would appear that
they’re whole at this point. So those - | think that'’s critical information that |
would need to be able to begin to put together some kind of an idea about how
you put this together. And you have to look at the four elements as one entity.

that have done
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They're all so interdependent on each other, | don’t know any other way that
you could do it.

Rhonda Boyles: Mark.

Mark Neuman: Yeah, Rhonda, and just kind of playing off a little bit of
Ernie’s comments. There’s, again, they're all very much intertwined. | think one
of those goes, you described it as a three-legged stool — but | think when we
look at — you know, when | look back at what | am supposed to use as a
legislator with missions and measures, and it's -- missions and measures, for
the people who aren’'t aware here, it was a blueprint set up,by the Department
of Ag that says here’s — you know, how - this is why we’ g what we're
doing. And the legislature — how closely has the legislattire followed that? |
mean, this — the legislature obviously is going to bed in some of this
decision-making, whether ARLF is funded, or the of Ag is, you
know, fully funded out of the general fund ins rcent of that is
coming out of ARLF.

The state owns the 1,000 shares th
are they going to work together? And thi set out in
missions and measures at the state level. An tor, it's ch easier
for me to bring any of the solutions that we ha e can compare — you

: Il just state real clearly

w, how

it's this way. And if you don’t follo\
Because you set out a plan for you u need to go on that.
Are we following that plan in this sta these issues or each
one of areas are covered_in that busings .t osely — I'd like to see a
comparison of how
You know, S ing to conversation | believe we just
had, is the state i neyyout of ARLF to fund the general

. You know, that goes a long ways out of

that $ [ pillion in inventory and a $200,000.00 loss. |
meg ) [ at much difficult to make up $200,000.00 on
1.5 mil. en’'t Jooked at the effects to the Department of

5 stuff too. And | don’t see why DOC'’s not sitting at

But again, 2's (indiscernible). You know, we need to come up with a
plan, but some of ghe — again, the question, just to reiterate, can we fund ARLF
out of the general fund - or the Department of Ag out of general fund instead of
ARLF? Are we following the blueprint laid out by the state. As a legislator, |
mean, that's what was statute. | mean, that's our law. And again, comparing
some of these other programs to each other and I'd like to see a cost analysis.

Agriculture has been funded in one way or another in America. Since
America became America has had some type of subsidy. And there’s a reason
why. It's because of the economic development that's put into it. You know,
we're looking at, | think a marginal — at one time — Mat Maid’s been doing great.
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It's been running in the red - or the - it was making a profit in the black, this
year a little bit in the red. But look what it's doing to our economy as a whole,
you know. | think these are some of the questions, if we could come up with
that, you know, we're asked to say come up with a blueprint of how we’re going
to cover these. But there’s a lot of - how do we come up with those questions?
How do we come up with those answers?

Rhonda Boyles: (Indiscernible) Mac.

Mac Carter: Okay. Number 1, we need to - if we're going to provide an
additional stipend to the farmers, we need to know what the cost effect will be
to Mat Maid because it's intertwined. You know, is that j se of $4.47 from
$3.47, you know, how much more percentage of sales48 he going to have to
come up with. Or what is the increase that’s going to happen for the

Mat Maid gets? Or how many more gallons of | o0 import to
make up the sales, you know, that he needs ontracts will
we have to get to fulfill that need?

| don’t think we can factually giv that
thread that | asked for last week. We need to
McKinley is going to effect 20 percent of — you , or what percentage of the
workforce out there, what is the de i . 0 know how many - what
the business effect will be. You kn i i 0 and we’re — you
know, whatever the savings would Qg e products to
Division of Corrections, you know, ¢ i s, whatever the figures
from individuals that we i ' Ifill the orders, which is
partially here. But | d@ e the threadtall the way back to, you know, from
Mt. McKinley all Because tRere’'s somebody out there that we're

leaving out, I'm i 00.00 that We re putting into the
economy that it's ma :
flow back ba

pent Saturday with some university students
asking the Ive minutes sentence down to one or two or three.
Mac

what is the effect'@alabor pool and what is the effect on corrections, or what is
the effect of the ecognomy surrounding Mt. McKinley.

Mac Carter: Right. Basically that’s it. Effect in the economy. And that
would include everybody from the farmers to the person that buys them.

Rhonda Boyles: Now remember you're asking — we're talking about how
we're going to approach this. And then going to make some assignments.

Mac Carter: Well, you know, it says right here, evaluate the facts. And
we haven'’t evaluated those facts yet and we haven't got to see them, not in
total, | don't feel.

Rhonda Boyles: Good point. Thank you. Joe, you were next.
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Joe Van Treeck: Well, yeah, | had two things that were to a certain
extent we're operating in that model is if the dairy industry operates in a
vacuum with everything else that'’s in it, including Northern Lights Dairy and
the producers in Delta Junction. And so as we’re trying to determine what the
price for milk or anything else should be, | don’t think that’s a fair analysis
because Mr. Lintelman, you know, is truly a private sector entrepreneur that's
doing his thing. And so | think there’s been — you need to take that in to this
because you're going to affect his business model too with whatever you're
doing because the state owns these other assets and we ke some asset plan
decision.

The second thing I think should be laid out the
the business model Matanuska Maid’s under today

or discussion is that
orate model,
irements and

the equation in the dynamic. And | wan
frame of reference for what we’re doing here because the business
model is there. It does bring, you know, as | al like to say in some orange
jumpsuits and ankle chains. | do re learning how to cut
meat with Frank on the other side u know, there’'s a
fundamental structural thing with t i that’s got to be
considered in this as well.
Don Lintelman: We can’t affo 0 a hundred weight for
that because our sales to increase production.
for employees, workmen’s comp and
Nit,ANd right at this point, our

all those other t
employees are very

Ernie Hall: 0 know, | guess, Rhonda, there if anybody’s thinking that
my — what | was indicating was if $25.00 a hundred weight solves the problem
and Mat Maid just starts paying 25 a hundred weight. That wasn’t where | was
coming from. I'm talking about identifying what that cost is and then we’'ve got
to figure out where the money comes from. But | don’t see any way that either
Mat Maid or Mr. Lintelman can survive paying anything other than market
value for milk. | mean, | don’t doubt some subsidy has to come from
someplace, but | don’t see those two entities as the one.

Mac Carter: Also, Rhonda, | think we actually need to show the figures
that, you know, now we’ve started from, but where in a — you know, because
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we got pretty good from Candy where the money started at, where it kind of
went to for a period of time and then the fact that it's, you know, the legislature
has sucked it out of us, you know, all — out of the industry to the tune of
$20,000,000.00 and the fact that we have gotten zero budgeting for agriculture
for over the last 20 years. It's kind of like the state has kind of just forgotten
about us.

Rhonda Boyles: One thing that we can go make that leap, that's why I'd
like to do this now, keep thinking about it, we can pull together any additional
information we need. But we need to make the leap from where we have been.
We've got to this point. You know, when all of us in this a lot of this
room can be somewhat held accountable for not acquigibg 25,000,000 from
Congress, | don't think we want to visit that discus in. We need to move

a little bit. But what are we going to say: ) 00 quiet
and | know you have to go get a baby pretty

about, | might be able to add a fe bly want to make a little
bit of a speech first for at least wha . ou’'ve convinced me
after two days is this thing is a ma ] i le stool because if
you move one leg, you're going to wig hree legs too. And
there’s some direct and i d to have some feeling
about those.

could think abo#
paper, we say — we K
on it a hec

pplies to each one. But Mt. McKinley, at least on

doing,

ast need to be able to tell people about when
should go. And | don’'t know exactly that those
are. And |I't e all the way around.

a minute, right no s kind of at a break even. But | guess the discussions I've
heard is that one, fhe model maybe should be different. And | need some
understanding on what'’s the cost of that model being different and is it a
potentially viable alternative. And that relates to things like what's the size of
that niche market, what would be the value of it. If it's smaller and you have
say 40 percent of the product you've got today, which is the niche market side,
will it fit in the niche market here and what do you have to have for it to make
that a paying thing. So that's one part of it.

Another one is, is that without some kind of change | think like the dairy
producers have said, something’s got to change or they go out of business. I'm
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afraid the creamery is - sits there right on the cusp of that same thing because
they’ve got 40 year old equipment, they've got all these federal regs and stuff
like that. Something’s got to change. And it's not just whether or not the
creamery pays the producers an extra dollar and a half or even $3.00. It's
something else. And then you - if the creamery couldn’t pay it, we know what
the negative is. So that’s kind of what | think we’ve got to be able to get our
arms around.

If the dairy producers go out of business, well how much grain and hay
is no longer needed in the system and what's the impact og those. And so
that's why this thing is very tightly knit. And we've talke tit, but | don't
know how to put it all together right now. | know how 40 ask the questions.
Does that make sense?

Rhonda Boyle: Uh-huh (affirmative). Uh-h

you have to sell it at twice market price. Is th cal? | don’t kmow. If it's -
or maybe it's just 50 cents and that’'s possible. t know how to
evaluate it. | don’t know what thé&pi in industry up here if a
large part of the dairies go out of b ve,some idea that if —
to make the creamery survive, you go e price model on
milk, we know what that does to the'p at least part of it because it
says they got to find ang - and half or something
like that.

So those arg i that we need to see more of and then we can
think about ho ) Andswe’'d be able to tell the

do you want to peel the onion back. How much
[ e questions you asked we will never be able to
collectively come up withyall of that without having some pretty serious work

done between ext meeting by the staff.
David Wigl ell, don’t you think.....
Rhonda Boyles: You should have it.
David Wight: ..... there’s people in the staff that can at least give us

scoping answers.

Rhonda Boyles: Estimates.

David Wight: |- you know, there’s a process that business goes
through and it's about a five step process. And one of them is at the front end
of doing anything, you kind of do a scoping thing. And it — you know, if you're
out of the ballpark, well then you say, forget it. But if it looks reasonable then
you go into more detailed plans. But | don’'t know how to scope it right now.
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And without that ability to do that, then | don't know how to recommend to
someone what they might do with this. | don’'t want to reinvent the wheel. |
don’t want massive amounts of data, but | need at least some high level of
outline to be able to suggest how this model goes forward.

Wes Eckert: Well, | think to do that though, you need to be very
specific, you know, and get line item specifics of information.

David Wight: Well, | — for me, | think | could do that right now, but I'm
only one of 10 or 12 people that are sitting here trying to solve this puzzle.

Rhonda Boyles: (Indiscernible) down the road for specifics. Gail — before
we do that, Gail, what was your thoughts?

Gail Phillips: My thought was in addition to al
good economics and all that, is the political reality
agriculture and dairy industry in Alaska. And if
just take a little, small example. If we're going

this, the factor of
inates this whole
to look —and I'll

have to do is go back to the basics and c ibiljty for
Mat Maid and change it from a profit e I i se that's
what it will become.

So overseeing everything we’re doing her he politics of reality. And as
we get into these — a lot of the sugg mean, we’re going to
have to look at the politics also.

David Wight: But isn’'t that - d in the decision-

making process when you have the i
Gail Phillips: Not necessarily,

David Wight:
Gail Phillips: ally, it has not been.

it, then isio” But you know that you're spending
er than you don’t know it, but it just keeps

d Gail, | think that some of us who’ve been involved
for the last three @ r years, we don’t have anything to take to — down and
talk to Mark Neuman, nothing substantive that says - if you — Mark, if you
work towards giving us a half a million dollars this year this is where it's going
to go because this is kind of the plan. But the plan has to be based on good,
sound judgment, otherwise we’re not doing our job. So | think one, two and
three choices would be good to give to the next governor. And if there was no
political will to come up with choice number 2 that's going to take
$10,000,000.00, so be it.

Gail Phillips: That's the choice. That's the choice that is made.

Rhonda Boyles: That's the choice. And then we can go back to making
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our decisions relative to lending money say, hold it (indiscernible) commitment
to ag here, why are we going to let this person borrow $1,000,000.00 and get
into trouble. So we have to have more than what we’ve got now. Just a second,
Mark. Wes (indiscernible).

Wes Eckert: | think there has to be - you know, from where | come,
there has to a touch a reality here about what is really the real word on -
what's really happening here. And your competition or whatever you're talking
about in that four-plex circle you're talking, it's the competition from Outside.
That's the bottom line.

Mac Carter: That's good point, yeah.

Wes Eckert: And the bottom line is you're not
in that — in this region to stop doing what they're doi

g to get the retailers
d the two big ones

are Fred Meyer, which is a Kroger operation, whic he largest grocery
chains in America. And the other one is Safew rank right up
there. Both of which have their own process
processing operations are not profit cente of
grocery store. And they run them, their y only to
get the lowest price into their stores. That's t ere’s not a
profit center link there in any way, they’re just iding a service. And they're
not going to change that model

And you got Costco and Wa ones. And if they

come in with a super store, Wal-Mati
single retailer in North America in g
| know that Safeway and
start opening their st

And so what

- they’re the largest

going to be formidable.

Ulp really hard when they
ssure is.

nghts have to worry about, you

, ores and keep going? Now both of

them enjoy a real folle Lights in the Interior and Mat

ell, actually, | — well, you'd say it's at 35 or 40
J decision is being made at somewhere between a
Jallon over the ad price for the competition.

Don Linte - You know, with us it's — well, it depends on when the
big wheels come up'from down Lower 48 to look at these stores and the pricing
in there versus our salesman going out there and trying to negotiate with them.
So like | said in two week’s time they dropped the price twice. You know, so
they dropped the price anywhere from 10 cents to 25 cents a gallon. And so
they aren’'t making that much of a profit on our milk. And evidently they're
probably making - | would say $1.00 a gallon.

Wes Eckert: So what you have to do is figure it backwards, you know,
and say what can they afford to pay. And really the Outside milk coming from
the Lower 48 and the local retailers are going to set the price that these fellows

percent of the
buck and two
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can afford to pay. And there is a limit. There’s an absolute limit and that is not
going to go away and there is no magic bullet to that. It's unrealistic to think
without a direct state subsidy directly to the producers there’s no way these
operations can pay $25.00.

Yesterday - or last week we talked about the local producers are getting
23.57 for their milk with all of the free hauling, and the quality bonus and the
every other day plus 19.75 it totaled 23.57. And compared to what the Outside
producers - you know, that’'s not a double, but it's awful close.

Rhonda Boyles: Regardless of how much of a commitment that we in
this room might have to maintaining a dairy industry in ate of Alaska,
because we know it’s going to require some kind of s dy from somewhere to
somebody, there has to be a commitment above us

will, how much money are the taxpayers of Al
Gail Phillips: Willing to subsidize.
Wes Eckert: ....willing to subsidiz
right here who'’s in the produce business.
of subsidy in his life. And they’re doing well. people ar€ also,
because | understand they’re doing really well. and the feed industry
obviously has been doing pretty Well. ustries in agricultural
arena, you know, self-sustaining. i real world you just

lot of praye
week w

operating costs — or whatever it would take to make up the differential.

And you k y feeling is that — | don’t know - well, maybe the more
inefficient ones waqrld get more money than the efficient ones. But basically,
that would be - it would help them lower the cost and possibly encourage even
bringing in animals.

The other thing, you keep talking about that organic milk and | haven’t
heard one of these dairymen say, man, I’'m going to start producing organic
milk tomorrow. There’s a lot of regulations to doing that. And it’s not as easy
said as done.

Rhonda Boyles: | think that based on the fact it's quarter to 5:00 | want
to get a point where we get some specifics. Let's get some — do some specifics

Dairy Industry — Ad Hoc Committee October 16, 2006
Meeting Minutes Page 112 of 122



statements of request to the staff.

Gail Phillips: | would recommend that we come up with a specific
statement regarding ARLF and the non-continuance of funding the Division of
Agriculture through ARLF.

Rhonda Boyles: Got that, Candy?

Gail Phillips: That's an easy one. It's a no-brainer almost.

Unidentified Speaker: Just take the BAC’s last resolution.

Rhonda Boyles: And we’'d put some numbers with that, okay? Oh, |
didn’t get that in my summary. Sorry. Okay. Second specific.

Chad Padgett: (Indiscernible).

Rhonda Boyles: Oh, happily, Chad. Jump rig

Chad Padgett: | don't mean to jump in ther
| was alluding to this morning and something | th

there.
aybe one thing what

go January 1, | think or sometime in Ja o five

If you boil that down further to the pa n three of
them. Like | said, within the next year, most li hose will be gone one way
or another. And to clarify that ju?

requirements. We've held back on ents for the last five
years. | can’'t continue to do that. St er three of those will
be gone within the next year. So.....

Rhonda Boyles i
t buyouty'no. | just don't see it. Mainly
because of the wa efore. So three of those are - | don't

see how they codld to the producers to let them
know that. And | thi eed to kmow that because everything else
that we're ta 3 out of the six. The other two, age is
catchingglip. T°de 3 've got any kind of plan for somebody else to

. From what | know, neither of them do. What
on’'t know, because | don't know their
pwn to two in the state within a year.
comes back to what Gail was talking about earlier
, what kind of time do you have politically to provide a
orning that at earliest 2007 farm bill was not going to
be online until ne tober at the earliest. By the time we deliver, you're eight
to a year from thagPolitically, there’s no time to get cost of production together
before this happens in dairies.

Rhonda Boyles: So let me repeat back what | think | heard you say.

Chad Padgett: Sure.

Rhonda Boyles: That barring a miracle, we’ll be left with at the end of
2007 two producers with no succession plan.

Chad Padgett: Correct.

Rhonda Boyles: And very little flexibility to hang on to the three that
you may have to - boy, how long are you going to keep your job, Chad?
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Chad Padgett: (Indiscernible) pretty fast.

Rhonda Boyles: Is there — can money solve this problem?

Chad Padgett: That's a million dollar question. | don’t know. It could. |
mean, it — again, it comes back to the short-term versus long-term. One of the
reasons we haven't taken the necessary steps over the last five years to take
these actions, is we've been asked can you hold off and walk through the
process instead of run through it. Can we hold off while a solution is being
done.

Again, you heard my frustrations earlier this morni
already gone through five years of that. | don’t know th
the commitment we would need at this point to conti
difficult.

Rhonda Boyles: Mark, what's going to ha ere in Juneau
when this happens?

Mark Neuman: Well, going back to t

. We did that. We've
ody can give us
. It would be very

agriculture’s risen up the ladder in the sc ing at
| know that | have worked very hard in

presence to legislature in recognizing the fac ens of
millions of dollars of economy in this state. It

through a combination of all thes ) eard that the state puts
millions and millions of dollars a i . The only money

that the state has put in, you kno ) cKinley Meat. Joe’s

look — we talked abg iry i is having trouble right now
i ing in. Well, what does any small

e the product loyalty in the state | think to help
support that. 't e seen that in some of the farmer’s types markets that
are growing.

But again, at are we going to do? Maybe, Joe, can you produce
something like that that says — what would it cost to get? Is it going to be $5.00
a gallon to be able to pay the producers $25.00 a hundred weight? Do you
know, and how much are we going to be able to sell? Is that possible? What are
the economies of scale that we're talking about here that we're actually doing
(indiscernible). What's, | mean - but | have to have something.

You said what can you bring to the legislature to say this is worth
investing in Alaska. Numbers from Larry’s department that are going to say ag
produces this many millions of dollars in the state and here’s actually what's
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it's costing the state. You know, we spend millions of dollars, $15,000,000.00
on a school, a billion dollars on a road project here proposed by the governor. A
billion dollars. We're talking about $200,000.00 investment in the State of
Alaska to save tens of millions of dollars. Let’s get the political reality out there.
What is it costing us and what is the return back to the state? That's
something that | could take to fellow legislators to say here’s where we're at.

Paul Huppert: Chad, are you saying that those two Delta dairies there’s
only going to be one left?

Chad Padgett: No, those are just Southcentral.

Paul Huppert: Oh, okay.

Rhonda Boyles: How many (indiscernible).

Chad Padgett: We don’t have anybody (indi
two there.

Rhonda Boyles: Gail.

Gail Phillips: I'd like to see us addres

). But there’s only

e specifics of er or not it

subsidy that the state is putting up and wheth not it is feasible that that
$2.00 subsidy will be continued am 2.00 subsidy amounts to
financially and with running it ou with the actual factual
number, you know, numbers as to t t the state.

Unidentified Speaker: | don’ [ line here, but that
brought up a very good g ussions we had earlier

Joe Van Pree 3
Unidentified S < t missed’it. And that would have increased

support. You know, and that school business with
ids, you know, it's 180 days a year. It's a lot of

can come to conc ons the next day that we're here? Okay. Mt. McKinley, we
talked about what/s the effects on the surrounding economy if we close Mt.
McKinley. Ray, Larry, Frank, can you give us an estimate of that? Can you do
that between now and next week?

Director DeVilbiss: Well, | did a paper there that shows the first level
effect on Mt. McKinley’s customers. I'm not enough of an economist to take it
down to the next secondary impacts that would be — but maybe Rachael.

Rachael Petro: No. | was just going to say that Dr. Lewis — you know,
we talked about the multiplier effect in ag and, you know, how Alaska
compares. It does not compare. It seems to me that you ought to be - you
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know, we ought to be able to take a number and use that multiplier to, you
know, put a number out there. You know, there are — Larry did provide some
basic numbers with you know, the direct effect on the closure of Mt. McKinley
and Sausage. And that — you know, that’'s assuming that nothing steps in, you
know, private industry doesn’t step in to take, you know, on the role there. So |
mean, | think there must be a multiplier effect. And I'm wondering if the
division can work with Dr. Lewis and using that and do a conservative estimate
on that, a multiplier effect. | mean, | think the same can be true for all these. |
mean, it's a shot in the dark, but it's something.

Rhonda Boyles: Yeah, at least we’ll get some kin
of survival for the producers. Who can best give us a
approach to that?

Chad Padgett: (Indiscernible) on our side.

Rhonda Boyles: Huh?

Chad Padgett: 10,000,000.

Rhonda Boyles: On federal side.

Candy Easley: | guess | don’'t un

mber. The cost
timate, thumbnail

producers don’'t have any debt. So | don't -y on’'t thinkfthe answer
is to say how much is it going to cost to pay o debt on those that have it.

Rhonda Boyles: We heard ed $25.00. We heard
from three producers, $25.00 per ight. ow how much they're
producing, right, Joe? So can we jusi ? How much is
$25.00 per hundred weight compare iIng now. And you can
get that — I'm not saying ave to look at that
number. What's the

Candy Easlg

Don Lintefr point right now. So it was.....

» , | #Just a comment. You know, Chad said that
there’s no'y hree or four producers are going to make it, right?

: o producers. You're whole plan is kind of screwed up
because you're ldgNg about saving an industry. Now you're talking about
resurrecting an i ry. There is no - | mean, two producers is not — can you
figure out what kigpd of milk plant you're going to have with two dairy
producers that have 85 cows on each farm?

Paul Huppert: Not a lot. You have to start shipping it in.

Ken Sherwood: | mean, you know, that's what he just said sort of. And
again, I'm not trying to get us sidetracked here. But | mean, that - if you look
at reality, what kind of proposal are you going to come up with with 170 dairy
cows plus Delta Junction to fund a remodel of a creamery. And you're talking
about subsidies. Subsidies are nothing. There’s not going to be a whole lot of
milk.
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Joe Van Treeck: Actually, if you look at it that way, Don won’'t need me.
Don can just come down and pick up the - you know, contract with Carlile and
pick up the milk and haul it up there. We become redundant on the local milk
side.

Don Lintelman: Well, I'd probably have to pick it up myself. | can’'t
afford Carlile either.

Joe Van Treeck: But that's about the equivalent of what - it's probably
about the equivalent of what you're pulling up now.

Don Lintelman: Yeah, my kids work for nothing ot
That's all they’'re going to get at the end.

Ken Sherwood: | mean, my question is there way that you
postpone. | mean, you said legally you can’t. You'v ou know, do

r than the farm.

not big farms.
Ernie Hall: Yeah, | think that's — tha
Rhonda Boyles: You think we hav i ek or we

just write that up for the next governor.

Ken Sherwood: But | mean, | think, the state
needs some direction. | mean, | think they've k fscrewed this thing up and
changed and you know, you talk iti ut that changes every
four years. And | think that, you ings like funding
for the Department of Ag and what i ARLF. And you
know, if you're going to have a dairy » 4 i's going to be in its
infant stages here prett e sort of plan. | mean, |
don’t think, you kng s not. But | mean, Chad
drops this ball on d of the day, it kinds of makes it — it kind of
seems like, you KNe ; i kind of plan for all these things
when you've got yo gcing milk in Southcentral Alaska?

Ken’s got a very valid point. Number 1, let’s be
clear, Chad di us at the end of the day. He told us that loud and

cure his defaults,
morning.

Wes Eckert: But the problem is how can you forgive $2,000,000.00 of
two producer’s debts and not give $2,000,000.00 to everybody else? | mean, it's
got to be a fair deal here.

Chad Padgett: And that's what happened on the $1,000,000.00 that we
delivered earlier. It was the same problem. We didn’t do that on our debts. It
still didn’t fix the problem. So again, back to political will, is anybody willing,
even on the federal level, to go out and spend more money knowing that all
these other things are in flux like the meat plant, Mat Maid. What's the point of

Se are gone. | mean, that's what | heard you say this
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dumping more money into it. It just — that’s the best | can break it down.

Rhonda Boyles: Candy, you look like you want to say something.

Candy Easley: I'm pacing.

Rhonda Boyles: | know. Go ahead. Talk to us.

Candy Easley: | tend to - you know, I've done loans for so long, | tend to
look at something like this and start breaking it down and analyze it and by
that | mean what are the options. Listening back here, I'm not hearing you
discuss options. | think — Ken and | were talking a little bit at break about, you
know, making some changes. | personally don’t think throwing more money at
it is going to fix it. | guess | would just like to see it mor ht in thinking
outside of what we're already doing.

The meat plant — the meat plant to say well $
Well, we should not be operating that meat plant.
running at a loss is because we’re not good at
that's not what we're there for. And there h erent things
discussed on what to do with the meat pl
no big deal, we’ll ask for 200,000. That’
going to cure that problem.

.00 is no blg deal.

The creamery, Joe does an excellent job I rketing, but like everybody
else who's trying to make a profi st gomg to increase too.
And | don’t have the answer there! b, but the building,

the marketing is going to — if you want i i at creamery, it's
going to cost money and a plan. The 1| on’t know what the
figure is on the CRP. It

meeting half what hd : e of them - demand. We're not even
meeting tha . e shutdown of the dairy industry is

working‘dai . MaeKenzie”left. How many is the lowest that we've had,
Joe? Becal o in Palmer, one at Pt. MacKenzie. That's three.

Joe Van i : IRight.

2y: _And then we had more up north.

Joe Van Tre . Right.

Candy Easlgy: But was the least number of operating dairies we had?

Joe Van Treeck: Well, you know, and when you ask that question,
those were being run by ARLF because they were repos.

Candy Easley: No, no. | - no, I'm talking about the.....

Joe Van Treeck: The actual operating. The Baskins.

Candy Easley: Right.

Joe Van Treeck: The Baskins, the Hamiltons and the Havemeisters.

Candy Easley: That's right.

Joe Van Treeck: That's the — that was the — that’s been the bottom to
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build from.

Candy Easley: That's right. And we — but we survived that. I'm just
point out, we've been as low as that before. Not that I'd like to see that again.

Joe Van Treeck: But you're about as low in Delta as you've ever been,
right?

Candy Easley: Yes. True.

Joe Van Treeck: Can | ask a question quick, Chad? And if I'm asking a
question that’s propriety, I'll apologize and you just tell me. But he made -
Chad made the comment earlier that — or Candy - that the,deals that the make

Chad Padgett: Correct.
Joe Van Treeck: So the technical qu

is that the three I've mentioned hergat Jeli this point. However,
there are statutory requirements. Ag » 1 to some of the
unauthorized things tha at, we also have some
deferrals. Basically, well as& shared appreciation

ing this year. So that's what has to be

understood.
So actually, thellas pmes is us — our payments starting

to drop. | thi : S to get their mind around. That's the

at first. So what starts to happen is the guy
e's going to be the first one that doesn’t get his
ewhere in the middle of that list. The last one is

Rhonda E 4Chad, this is not a problem that in some cases the
producers created it was practices by the FSA.....

Chad Padgeft: Correct.

Rhonda Boyles: ..... prior to you and Lord only knows what happened. Is
there an obligation on the part of the federal government to come here and
resolve this?

Chad Padgett: Technically, no. And the reason | say that is the statute
doesn’t read that way. If — this is what | alluded to earlier, if we make a
mistake, it's on the borrower. We have no obligation, statutory or otherwise to
take that hit.

Rhonda Boyles: Put your political hat on. Is it a possibility that the feds
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will come in here?

Chad Padgett: Again, this comes back to having a good business plan
for processing, for dairy production. It comes right back to all of this and this is
what Senator Stevens asked for five years ago. This is what Senator Stevens
did not get for the past five years. Therefore, that's why we’re in this situation
and that's why | say | don’t — | think he would love to see — and the reason |
mention him so much is because he’s the one that’'s appropriated and
authorized the money.

| don't want to discount what the other two of the delegation have done
because they've also been involved with it. But he’s kin arheaded this.
So whether or not at this point | think he would love ave these. Whether or
not in all reality he can get language into an appro or language into

Because the ag budget bill, we've been cut eve i id, | just closed

three offices with a lot of people after me las . ot there's a
stomach to do it, and if we do it for Alask i t you see
the same problems across the county, e e all
know what's happened on the bridges. We a

thinks of Alaska getting money. Believe me, it's g scrutinized. So | don't
know. | think he wants to. | think would. Whether or not

they can is the question.
Rhonda Boyles: Based on
where we are at this point, and | cantg IS some more specifics,
but maybe we need to bring together the dé ’ ¥ve had laid in front of us
and we need to, yo < gain. Do we make the
statement, we do

at you've heard and

yuh (affirmative). | agree.
ark slash Rex. He’s done a really good job

a touch of reality thiat Chad is saying this is where we're at. But this is the
impact if — on the other hand, if you've got — using Gail’s term — the political
will and the money to subsidize this whole operation, then so be it. Sign the
checks. Let it come.

Mac Carter: That's about as basic as you can get.

Rhonda Boyles: Okay. Joe’s brought presents for you.

Ernie Hall: You know, Rhonda, | guess the question that runs through
my mind is this let's suppose in our of our brilliance here we really come up
with a solution to this, we as a group, will all the entities represented there
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sign off on that?

Rhonda Boyles: Here’'s what | — good question, Ernie. | think that we
just have an awesome team here, Rex. I've asked Linda, who'’s been sitting
there so quiet, such a sweetheart, to think about a little bit different set up in
the room. And | also talked to Craig and Wayne before they left that | would
like to have them help. If this — they need to own part of the solutions. So
everybody that's here, we're good minds, let’s just put everything on the table
and start thinking about the solutions and the statements that need to be
made. That includes staff. Anybody that (indiscernible). We've all struggled with
this, so we all have a vested interest. We're not inviting ack again
though.

Director DeVilbiss: | have a question for C
producer this morning say he’d be glad to have — j
Would that make him sound?

Chad Padgett: No, not based on the g t | can think

h. We had a
us buy his cows.

of, no.

Rhonda Boyles: | think before we
searching and some a little bit of hard work [ S, 8an you givé us — can
you — well, you’'ve got the week to play golf probably. Can you talk with us a
little bit from your background o
there? Okay. And this one, Carol pt that under control,

vatized, we all just

e a little — let’s talk

e. Not a — you don’t have to
stay awake night it. ou. You do things like that, so don’t
do that with that.
assignment? Ken, if v
business?

when the annual meeting came. You
kind of picked up our jaws (indiscern

iISs: Ken, one thing that would be helpful for me is to
know how much B is going into the dairy. Less than | thought. | thought
all the rations werg

Ken Sherwood: No. Down here — | don’t know about Don, but down
here, there’s very little barley. But that doesn’t mean they’re buying barley
direct from Delta and using it. But our rations don't - mainly corn-based
rations.

Director DeVilbiss: So you’re not providing (indiscernible).

Ken Sherwood: Probably not. Occasionally, we’ll make a dry cow ration,
but seldom.

Rhonda Boyles: So now we — | haven't ignored the fact that Gary’s been
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with us all day long. Gary, thank you for coming.
Paul Huppert: He’'s a niche marketer.
Rhonda Boyles: Yeah, | know it. He’'s a niche marketer. And | think that
maybe we should invite you back next week if you have nothing better to do,
dear. Otherwise, you might want to visit with Wes a little bit. Give him more of
what was good and what was bad or is good and is bad. Okay. Thank you. And
oh, by the way, the meeting starts at 10:00, 10:00 o’clock next week.
Unidentified Speaker: 10:00 o’clock?
Rhonda Boyles: 10:00 o’clock. We get to sleep in a little bit.
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